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PART 1: Introduction and Overview 




A. Foreword by the Executive Mayor to the Annual Report for 2009/10 

The past financial year has proved to be very challenging in terms of the deepening drought 
situation which has taken its toll upon both humans and animals alike within the district. The 
Minister of Water Affairs and Environment declared the Amathole District Municipality (ADM) 
along with all other 5 district municipalities in the Eastern Cape as drought disaster areas at 
the end of July 2009. The ADM in compliance with disaster management procedures 
established a Joint Operations Committee with representation from various stakeholders 
within the district as well as the local municipalities and drafted a business plan with an 
application for funding for drought relief in the amount of R156 million. National Treasury 
granted the ADM some R12,4 million for drought relief a year later for the 2010/11 financial 
year. In the meantime, the ADM spent in the region of R35 million finding alternative sources 
of water for drought affected communities within the district and carting water where 
necessary. Water restrictions were gradually introduced in various towns within the district 
over the financial year until 1 May 2010 when water restrictions were introduced universally 
throughout, restricting water usage to 500 litres per day per household or 15 kilolitres per 
month. The ADM remains hopeful that further funding will be provided for drought relief as 
carting water is unsustainable. A drought intervention task team was established to look at 
alternative sources of water and an ADM delegation visited Alexandria, Mangaung, the Nelson 
Mandela Metro and Eden Municipalities on learning and sharing expedition. 

By the end of the financial year, the ADM was providing RDP standard water or above to 
88.18% of its targeted population and RDP standard sanitation or above to 32.8% of the 
population. The MIG grant amounted to R228m for the year and some 30 projects were at 
various stages of implementation. Projects due for completion in the year amounted to some 
R55,2 million for 22,000 beneficiaries and provided employment for 953 people. 

A rainwater harvesting project was also implemented and water tanks were provided to some 
455 households in the Mhlahlane, Lubanzi, Ginyintsimbi and Nqileni villages in Mbhashe 
Municipality. 

A highlight of the year was the partnership between the ADM and Amatola Water as the 
municipality retained the Blue Drop status for the Peddie-Kingslynn water treatment works 
and won second place for the most improved waste water treatment works in Butterworth at 
the WISA Conference held in Durban. 

In response to the National Department of Cooperative Governance and Traditional Affairs 
(CoGTA) Local Government Turnaround Strategy and Operation Clean Audit by 2014 campaign, 
the ADM held a Good Governance Summit on 15 - 17 November 2009, looking at problem 
areas prevalent within the District and at Local Municipalities and developing strategies to 
improve on audit outcomes and service delivery. One of the issues looked at was the 
establishment and management of multi-jurisdictional service centres and shared service 
centres. The Summit culminated in the signing of a Declaration by seven Local Municipalities 
and Service Level Agreements in respect of municipal support services. 



The ADM also took a resolution to align its Service Delivery Budget Implementation Plan 
(SDBIP) and its Performance Management System (PMS) to the five Local Government Key 
Performance Areas which are: 

• Good Governance and Public Participation 

• Municipal Transformation and Institutional Development 

• Basic Service Delivery and Infrastructure Investment 

• Local Economic Development 

• Municipal Financial Viability and Management 

Furthermore it was resolved at the Institutional Strategic Planning Session in February 2010 
that the ADM would in future adopt these KPAs as IDP Operational Clusters to ensure cross 
pollination of information on common projects and programmes from various departments 
related to these KPAs. These alignments have thus facilitated easier reporting within the 
organisation as well as for the annual report. 

The ADM Agency, Aspire is firmly within the implementation phase of its Small Towns Renewal 
Programme. No less than four project sites were launched in the past financial year. 

An Amathole Business Advisory Forum (ABAF) was launched in March 2010. 

A Co-operatives Indaba was held in December 2009 which was attended by over 200 
participants. During this financial year several Co-operatives were supported with machinery 
and equipment including inter alia business and marketing training. 

A Franchise Opportunity Day was also held in March 2010, as this was seen as a gap that had 
yet to be exploited by Emerging Black Entrepreneurs. 

A Tourism Imbizo and Exhibition Programme was held in March 2010 in East London where 
several Product Owners were able to display their services and to listen to keynote speakers 
from the industry. This Programme was extremely well received, and several Product Owners 
were rewarded for their service excellence. 

Various Festivals were supported within the District during the course of the year in line with 
the recommendations of the ADM Tourism Master Plan. Further, ADM also partnered with 
communities to establish and refurbish Tourism facilities such as the Chatha Chalets, 
Ikhamanga Cultural Village, Mount Pleasant, the Nxuba Chalets Development and Bawa Falls. 

The first SEK Mqhayi Language Conference was held late in 2009 where it was resolved to 
establish an isiXhosa National Literature Museum aimed at promoting isiXhosa as a National 
language. It was furthermore resolved that the Conference would in future be held on an 
Annual basis. 

ADM has also progressed well with its District Heritage Sites Improvement Programme. As a 
result therefore work is being finalised at the Victoria and Griffiths Mxenge grave sites, Zakes 
Matakane, Ray Currie, Mgcini Mali and Mzwandile Hlobo. 


On behalf of Council I take pleasure in presenting this Annual Report which represents the 
work of the ADM over the past financial year. I wish to take this opportunity to thank all 



Councillors and Staff for their unstinting efforts in ensuring service delivery to our 
communities. 


Together we can do more! 
Sincerely 



ALDERMAN SAKHUMZI SOMYO 
EXECUTIVE MAYOR 



B. The Yearly Program Priorities" statement by the Municipal Manager 

This annual report is hereby submitted by the Municipal Manager in terms of Section 121 of 
the Municipal Finance management Act (MFMA), Act 56 of 2003, read with the Municipal 
Systems Act, Act 32 of 2000, with particular reference to Section 46(1) and (2), hereafter 
referred to as the MFMA and Systems Act respectively, including the MFMA Circular 11 on 
Annual Reporting. 

In the year under review (2009/2010), Amathole District Municipality had six Departments, 
namely; Engineering, Health & Protection Services, Budget and Treasury Office, Corporate 
Services, Land, Human Settlements and Economic Development as well as Strategic Planning. 

This report covers the information from the 1^^ of July 2009 to the 30^^ of June 2010. While the 
report is intended to focus on the Organizational scorecard (SDBIP), in relation to the IDP 
which the Municipal Manager is accountable for, it also provides an overview of some lessons 
and challenges arising out of the implementation of the Performance Management System 
itself; progress made in the implementation of the Establishment Plan; and an overview of 
financial performance. 

Having joined the Municipality on the 1^^ of December 2008, this implies that this is the first 
full financial year that the Municipal Manager has been able to be in charge of the 
administration from the beginning to the end of the financial year. 

1. Performance Management System overview (lessons and challenges). 

The report is produced following regular and extensive performance reviews of the 
departmental SDBIP's with all the Section 57 Managers. We have now institutionalized a 
practice whereby all Quarterly Departmental Performance reports are subjected to an internal 
audit process before being discussed with the Municipal Manager, the outcome of which 
would be the basis for conducting Quarterly Performance Reviews with the Section 57 
Managers. This helps to clear any compliance issues with the legislation, budget and the IDP. 

The ADM Performance Management Framework has gone through some form of 
"metamorphoses over the past eight years. Having been first developed by a Service Provider 
(PDG) and adopted by Council for the first time around 2002, the system has now been 
reviewed three times in the last eight years, with two of those amendments/reviews only 
taking place in the last two years. 

I must say that ADM has now developed relative capacity to do the review of the framework 
internally thus saving thousands of Rands and developing the lost institutional memory in the 
process. It would appear that ADM Departments are now taking the performance 
management system more seriously as the scorecards are better populated and submitted 
timeously. 

One of the shortcomings I reported on in my 2008/2009 (p3) Annual Performance Report was 
the capacity of the internal audit staff members and their general understanding of their role 
in performance management and auditing. I am pleased to report that there has been great 
improvement in the 2009/2010 financial year resulting in much more confidence and reliability 
on audited performance information and reports produced by internal auditors. This could be 



attributed to the Internal Audit Turn-Around Plan that we introduced at the beginning of 2009. 
Some few teething problems still remain in the implementation of the system, viz; 

• Non-adherence to report-submission timelines by departments. 

• Poor quality control of the reports by heads of departments. 

• Non-inclusion of financials & vote numbers in the SDBIP thus handicapping the proper 
tracking of deliverables. 

• Intricacies brought about by ''weighting'' every aspect of the performance agreement; 
from KPA's, KPI's to CCR's (Core competency requirements). 

• Setting of ambiguous indicators. 

• Non-compatibility between the IDP, SDBIP and CLUSTERS. 

In response to the identified shortcoming on the non-inclusion of the CCR's (which carries 20% 
of the Total Score) in the overall evaluation of the Managers, I am glad to indicate that for the 
Annual Performance reviews this gap has been closed in that all Section 57 Managers will have 
their CCR's assessed by the appropriate supervising authority. For the Municipal Manager the 
assessment of CCR's was conducted with the Executive Mayor on the 26^^ of August 2010. 

I certainly will be following up on the other issues in the 2010/2011 financial year. 

2. Implementation of the Establishment plan 

The Local Government Municipal Systems Act 32 of 2000 requires a Municipality to 
develop and adopt appropriate systems and procedures to ensure fair, efficient, effective 
and transparent personnel administration, including the recruitment, selection and 
appointment of persons as staff members. The IDP and the budget process for 2009/2010 
financial year culminated in the creation of 135 new positions with an amount of 
R234 326 449 being an overall budget for personnel costs. It was expected that by the end 
of the year all the new positions would have been filled and the extent of expenditure 
should be 100% of the total budget but of the 135 posts created, 15 positions remained 
vacant and the actual expenditure is R189 615 222 which is 80.91% as at 30 June 2010. 
This percentage illustrates that ADM had an under expenditure in the personnel budget. A 
number of factors contribute to this state of affairs. These include delays in taking 
decisions to fill vacant positions, indecisiveness by Heads of Departments on whether and 
when to fill newly created posts. Corrective measures to improve this situation will 
include; 

• Production of quarterly reports on all vacant positions to monitor and encourage 
departments to fill the positions at the earliest possible time. 

• As soon as resignation letters are received and approved by the Municipal Manager, 
Heads of Departments should issue an instruction to have the positions filled 

3. Financial Performance of the Organization 

Tables A and B below provides a summary of the institution's performance on both internally 
and externally funded projects per Department. 

As at the end of June 2010 the ADM overall performance on internally funded projects stood 
at 69.46% and at 70% for externally funded projects. 



Table A 


Internally Funded - Performance per Department 


Department 

Budget 
allocated per 
Department 

YTD 

Movement 

Balance to 

date 

Pe rfo rma nee 

56 

Budget and Treasury 

9 002 806 

6 871 766 

2 131 040*23 

7696 

Corporate Services 

9 159 810 

5 660 273 

3 499 537.16 

6296 

Health and Protection 

4 929 ISO 

4 392 974 

536 205*67 

8996 

Land-Housang St LED 

35 078 418 

22 242 236 

12 836 181*61 

6396 

Strategic IVlanagement Unit 

16 541 242 

11 383 908 

5 157 334*04 

6996 

Engineering 

22 825 497 

12 247 872 

lO 577 625.32 

5496 

MIVTs Special Projects 

16 420 616 

16 411 234 

9 381.68 

10096 

Savings Available 

80 462 





Table B 


Externally Funded Projects 


Department 

Rollover 

09/10 Allocations 

Total Budget 

Expenditure 

Balance 

Performance 

Strategic Management 

2 134 896.34 

3 043 582.00 

5 178 478.34 

3 729 623.26 

1 448 855.08 

72% 

Budget and Treasury 

906 711.87 


906 711.87 

734 985.42 

171 726.45 

81% 

Corporate Services 

4 674 197.98 

727 776.48 

5 401 974.46 

3 286 235.51 

2 115 738.95 

61% 

Land Human 
Settlements £. Eco Dev 

69 271 643.23 

860 000.00 

70 131 643.23 

5 912 379.74 

64 219 263.49 

8% 

Engineering 

108 238 784.62 

216 104 363.40 

324 343 148.02 

277 014 966.92 

47 328 181.10 

85% 

Health and Protection 

13 751 148.39 


13 751 148.39 

4 349 379.43 

9 401 768.96 

32% 

Total 

199 110 087.83 

220 735 721.88 

419 845 809.71 

295 080 337.28 

124 765 472.43 

70% 


4. Overall conclusion 


During the year the overall performance results of the Departments were mixed. As 
indicated in my previous reports the performance of BTO (Budget and Treasury Office) and 
the Strategic Planning Department still remain my concern. The Corporate Services 
Department and Engineering Departments saw a decline in performance in the last quarter 
of the 2009/10 financial year. However basic performance and vital success issues were 
taken into consideration and discussed during the Departmental Quarterly reviews.. Across 
SDBIP programs / activities there were good examples of good practice, but some variation 
in quality and coverage of performance measures. Early warnings of poor service delivery 
were reported and targets for affected key performance indicators were discussed and 
recommendation for removal sent to the Executive Mayor. These were challenges beyond 
the Heads of Department's control. The Municipality will, in the 2010/11 financial year, 
establish a Unit that will specifically deal with the monitoring and management of 
performance management system. Currently the performance information is validated by 
Internal Audit before reported to Council and Performance Audit Committee. 


V. MIokoti 

MUNICIPAL MANAGER 
AMATHOLE DISTRICT MUNICIPALITY 



Overview of the Municipality 


Introduction 


The Amatole District Municipality is situated within the Eastern Cape Province, between Port Alfred and 
Port St John's, and includes the city of East London. The District stretches fronn the Indian Ocean 
coastline in the south to the Amathole Mountains in the north. The district includes the large parts of 
the fornner Ciskei and Transkei honneland areas, which nneans the district has large disparities within its 
borders. It is bordered by the Cacadu, Chris Hani, and OR Tannbo nnunicipalities. The District covers a 
land area of roughly 23,577. llkm^. 


Map of Amathole District Municipality 
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Source: Urban-Econ Eastern Cape, 2009 

The Amathole District Municipality's area of jurisdiction is made up of eight local municipalities, as 

follows: 

■ Buffalo City Municipality, comprising the city of East London, the main town of King William's Town 
and surrounding urban centres (including the provincial capital, Bhisho, Dimbaza and Mdantsane), a 
number of coastal towns, numerous peri-urban and rural settlements; 

■ Amahlathi Municipality, comprising the towns of Sutterheim, Cathcart, Keiskammahoek and Kei 
Road, numerous peri-urban and rural settlements; 

■ Nxuba Municipality, comprising the towns of Bedford and Adelaide and surrounding rural areas; 

■ Nkonkobe Municipality, comprising the towns of Alice, Fort Beaufort and Middledrift, the smaller 
towns of Hogsback and Seymour, numerous peri-urban and rural settlements; 

■ Ngqushwa Municipality, comprising the town of Peddle, the coastal town of Hamburg, numerous 
peri-urban and rural settlements; 

■ Great Kei Municipality, comprising the town of Komga, the small coastal towns of Kei Mouth, 
HagaHaga, Morgan Bay and Chintsa, and a number of rural settlements; 



Mnquma Municipality, comprising the main town of Butterworth, the small towns of Ngqamakwe 
and Centane, numerous peri-urban and rural settlements; and 


■ Mbhashe Municipality, comprising the towns of Dutywa, Elliotdale and Willowvale, and numerous 
peri-urban and rural settlements. 

POPULATION GROUP 

The ADM had an estimated total population of 1641 337 people in 2008 and these were 
divided according to the population groups as specified below 

Population Group, ADM, 2008 



Black 

Coloured 

Indian or Asian 

White 

Amathole 

91.89% 

2.90% 

0.26% 

4.94% 

Mbhashe LM 

99.70% 

0.15% 

0.02% 

0.13% 

Mnquma LM 

99.61% 

0.17% 

0.07% 

0.15% 

Great Kei LM 

90.25% 

1.62% 

0.00% 

8.14% 

Amahlathi LM 

95.22% 

1.76% 

0.12% 

2.90% 

Buffalo City LM 

85.48% 

4.59% 

0.51% 

9.42% 

Ngqushwa LM 

99.54% 

0.33% 

0.13% 

_ 

Nkonkobe LM 

94.43% 

4.76% 

. 

0.82% 

Nxuba LM 

76.42% 

15.41% 

_ 

8.18% 


Main Economic Activities 

ADM has the second largest economy in the Province, contributing 27% to the Provincial economy. East 
London, Bhisho, Butterworth and King Williams Town are areas of significant economic activity in the 
Amathole district. Economic activity in the District is concentrated mainly within the central business 
districts of these major towns. These towns also function as centers of economic activity for 
surrounding areas and smaller towns, with manufacturing, trade, finance and community services 
sectors dominating the district's economy. As a result of its central location in the province, the district 
has good economic links with neighboring districts. 

A growing modern economy linked to global production chains in East London is contrasted with an 
extremely poor rural economy in former homeland areas. A 32. % unemployment rate has been 
recorded in the area, with 55% of the population in the district living below the minimum living level 
threshold. High levels of poverty and inequality exist especially in the eastern part of the district. There 
is a substantial need for investment in social and economic infrastructure throughout the district, but 
especially in the former homeland areas. The district has diverse natural resources in terms of soils, 
vegetation, climate and topography. 




Sectoral production structure of the ADM economy, 2008 



a. The economy of the ADM is dominated by the community services sector (32 percent). This 
sector is inclusive of government services and its size in the ADM can be attested to by the 
presence of the Provincial Government Head Offices in Bhisho. 

b. Finance (26 percent) , Manufacturing (17 percent) and Trade (13 percent) are the other 
large sectors in the District 

c. Other contributing sectors are agriculture (4 percent), construction (3 percent) and transport 
(6 percent). The contribution of mining (0.1) and electricity (0.8) remains very minimal 


C. Executive Summary 


Background to this Document 

In terms of Section 127 (2) of the Municipal Finance Management Act 56 of 2003, the Mayor must within seven 
months after the end of a financial year table in the Council the Annual Report of the municipality. 

In the event of any delays being experienced in terms of the Annual Report, Section 127 (3) of the MFMA 
states that the Mayor should promptly submit to Council a written explanation setting out the reasons for the 
delay, together with any components of the Annual Report that are ready. 

The Annual Report should comprise of five Chapters, being Part 1 -Introduction and Overview, Part 2 KPA 
Achievements Reports, Chapter 1 - Organizational Transformation and Institutional Development (KPAl), 
Chapter 2 - Basic Services delivery performance information highlights (KPA 2), Chapter 3 - Municipal LED 
framework implementation (KPA 3), Chapter 4 Audited Statements and other Financial information (KPA 4), 
Chapter 5 - Good Governance and Public Participation ( KPA 5) and Part 3 dealing with Functional area and 
Annexure. 

The Municipal Vision; Mission and Values 
Vision 

Amathole District Municipality: Service Excellence to our Communities in supporting Integrated and 
sustainable development. 

Mission 

The Amathole District Municipality is dedicated in contributing to: 

• Ensuring access to socio-economic opportunities; 

• Partnership building and co-operation with different stake holders; and 

• Building the capacity of our local municipalities. 

• Contributing to the betterment of our communities; 

• Through utilizing a participatory development process. 

Values 

In implementing the above, the Amathole District Municipality subscribes to the following 
values: 


• The Amathole District Municipality is a loyal servant of the citizens of our district and 
the people of South Africa, and is biased towards the poorest of the poor; 

• We are committed to clean, responsible and cooperative governance; 

• Our responsibility is to provide high quality transformational leadership and a 
disciplined work ethic and to promote a working culture for motivated, ac countable 
and committed teamwork; 

• Our skills will, at all times, be used for the benefit of the people and for the 
reconstruction and development of our country in the spirit of Batho Pele (People 
First); 

• Our working environment is governed by the principles of representivity, equality, 
mutual respect and human development; 




• We recognize that people contribute to the success of ADM. We strive to seek an 
environment in which to nurture and encourage individual growth; 

• We have the courage to change and are willing to learn and share with other 
municipalities; 

• As part of the African continent, we are dedicated to long-term integrated regional 
security and cooperation, and to the spirit of the African Renaissance. 

During the IDP review process an analysis was done on the effectiveness of these clusters 
and if they were in line with the 5 key performance areas of local government. This exercise 
led to the reviewal of the IDP cluster teams for the following reasons: 

• To facilitate proper alignment of programs with the 5 key performance areas of local 
government; 

• to get interdependent departments within the institution linked to each other for 
better service delivery; and 

• to enable better management of projects that transform the Municipality to achieve a 
set of strategic objectives. 

The current status in relation to the functioning and institutional framework of the Amathole 
District Municipality is made up of 5 clusters, namely:- 

a. Municipal Transformation and Institutional Development; 

b. Local Economic Development; 

c. Basic Service Delivery and Infrastructure Investment; 

d. Financial Viability and Management; and 

e. Good Governance and Community Participation. 

Summary of Objectives and Strategies 


MUNICIPAL TRANSFORMATION AND INSTITUTIONAL DEVELOPMENT: 

• Ensuring compliance with applicable legislation, regulations, policies and procedures through 
contract management with all service agreements, and Performance Management being 
extended to the institution as a whole; ensuring that the Spatial Development Framework 
would become an effective spatial integration tool; the enforcement of by-laws; centralising of 
records and developing institutional risk management systems. 

• Creating a stable institutional environment through an effective staff retention strategy; 
introducing an institution wide business continuity plan and recovery site arrangements; 
attaining an in depth understanding of the implications of BCM becoming a metro and 
enhancement of opportunities for HDIs and SMME development. 

• Full accountability for all powers and functions would be attained by institutionalised authority 
functions, readiness and resourcing, updating the powers and functions plan and 
implementation thereof. 

• Creation of an enabling environment and service orientated institution is regarded as 
essential and would be achieved through creating a multijusidictional shared service offering 
with local municipalities; achieving optimum functioning of satellite offices; optimising 
institutional decision making and reconfigured committee systems to align with KPAs; 
implementation of effective accountability and performance management and, enhanced 
support between the ADM and Aspire to achieve formal funding arrangements, strategic 
alignment and IDP support for projects. 



LOCAL ECONOMIC DEVELOPMENT: 


• In addressing the Regional Economic Environment the district needs enhanced recovery 
through food security and, EPWP programmes, labour intensive construction, lobbying for 
funding, alternative technologies and strategic partnerships. 

• Local Economic development is dependent on effective co-ordination of LED programmes 
which need interdepartmental service level agreements, joint planning, an effective LED 
Forum, change management and team building. 

• Integrated rural development will be initiated through effective spatial planning and land use 
management, the identification of key development zones, the promotion of rural industry and 
enterprise development. 

• The district recognises the need to maximise economic potential through aligning with 
corridors, city region approaches and facilitating access to markets. 

• For effective food handling and site inspection, will conduct regular inspections according to 
clear guidelines, and enhance the training of caterers on hygiene and health issues. This focus 
will require introduction of necessary by-laws to enforce compliance. 


BASIC SERVICE DELIVERY AND INFRASTRUCTURE INVESTMENT: 

• Provision of Water Services through implementing a Service Level Agreement with water 
service providers, implementing a communication campaign, water harvesting and 
conservation measures, desalination, recycling waste water, drought framework and 
monitoring and evaluation. 

• Fast track accelerated sanitation project phases, investigating innovative interventions and 
develop a seasonal contingency plan; verification of backlogs in water infrastructure. Asset 
Management strategy, refurbishment of existing infrastructure and provision of new 
infrastructure. 

• Revisit the Municipal Health Services business plan, and implement it according to the change 
resulting from the BCM Metro status and to establish and capacitate the air quality unit. 

• Climate Change, drought and disaster management will require an action plan to respond the 
climate change and it will be necessary to conduct a vulnerability assessment, enhance 
environmental management unit responsibilities; ensure communication of drought 
implications to Communities; develop disaster recovery plans and ensure adherence to spatial 
planning guidelines. 

• Waste management would involve enhanced recycling in LMs, promotion of partnerships, 
enhanced institutional capacity, plans and procedures and a need to operationalise the Eastern 
Regional Waste Site. 

• Urbanisation and Housing would require monitoring of township establishment in relation to 
sustainability of water resources and other services, leveraging of resources to top up stalled 
projects; transfer all completed projects to LMs and complete all outstanding approved 
projects as by 2011. In achieving improved. 

• Transport systems to implement the integrated transport plan; galvanise funding for road 
infrastructure and improve road infrastrucure. 


MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT: 

• Improvement of Billing Systems; arranging the transfer of meter reading to Budget and 
Treasury Office; bulk zone meters, fire tariffs and implementation of appropriate by-laws. 

• Revenue enhancement would be achieved through indigent policy implementation; water 
meter interventions; quantification of water losses; introduction of policy on PPPs; and clearer 
tariff guidelines for drought periods. 

• Enhanced Procurement procedures would involve a review of Supply Chain Management 
procedures; an overhaul of SCM policy re SMMEs and Co-ops; monthly monitoring reports of 
service provider performance and delisting/black listing underperforming service providers. 



• Asset management Integration would involve consideration of full asset value for insurance 
purposes, categorisation of control or management functions per department; development of 
asset replacement and maintenance policy and departmental collaboration in asset 
management. 

• Misalignment of the Budget with IDP/PMS would be countered to ensure there is alignment 
and also an alignment of multi year projects with MTEF budget period; the budget steering 
committee would be revived and would be merged with the project steering committee and, 
finally, there would be maximum use of the District Information Managment System (DIMS). 


GOOD GOVERNANCE AND PUBLIC PARTICIPATION 

• This would involve measures to ensure improved Intergovernmental Relations, enhanced 
participation through IGR Core teams for each forum, lobbying the Office of the Premier and 

alignment and integration of calendars. 

• Achieving Good Governance would involve development of a compliance register, conducting a 
legal audit review and training. Considerable emphasis will be placed on Audit strategies 
through the implementation of audit action plans and conducting an internal audit to review 
progress on a regular basis as part of monitoring and evaluation. 

• Strategies also include interventions to streamline Council structures, appointing members and 
training of those oversight committee members. Recognising the existence of political 
instability, the strategic intervention will involve strengthening relations with Community 
Development Workers, Ward committees. Traditional Authorities and the Local Communicators 
Forum. Political party intervention will also be sought to counter the current instability in 
certain areas in the district. 

• Successful delivery is dependent on effective public participation and to enhance this aspect, 
the Amathole District will strengthen Project Steering Committees, implement the 
Masibonisane Campaign, introduce Internal Communication templates for projects and 
distribute quarterly mayoral Imbizos and newsletters. 

• Risk Management will be enhanced through appointing a risk officer, reviewing and 
implementing a Fraud Prevention Plan. 

• Service Level Agreements are to be implemented and it will be necessary to investigate the 
non-signing of Service Level Agreements. 


Challenges of the past financial year: 

The deepening drought situation has taken its toll upon both humans and animals alike within 
the district. The Minister of Water Affairs and Environment declared the Amathole District 
Municipality (ADM) along with all other 5 district municipalities in the Eastern Cape as Drought 
Disaster areas at the end of July 2009. The ADM in compliance with disaster management 
procedures established a Joint Operations Committee with representation from various 
stakeholders within the district as well as the local municipalities and drafted a business plan 
with an application for funding for drought relief in the amount of R156 million. 

National Treasury granted the ADM some R12,4 million for drought relief a year later for the 
2010/11 financial year. In the meantime, the ADM spent in the region of R35 million finding 
alternative sources of water for drought affected communities within the district and carting 
water where necessary. 

Water restrictions were gradually introduced in various towns within the district over the 
financial year until 1 May 2010 when water restrictions were introduced universally 
throughout, restricting water usage to 500 litres per day per household or 15 kilolitres per 
month. The ADM remains hopeful that further funding will be provided for drought relief as 



carting water is unsustainable. A Drought Intervention Task Team was established to look at 
alternative sources of water and an ADM delegation visited Alexandria, Mangaung, the Nelson 
Mandela Metro and Eden Municipalities on a learning and sharing expedition. 

Performance: 

The report is produced following regular and extensive performance reviews of the departmental SDBIP's with all the 
section 57 managers. We have now institutionalized a practice whereby all quarterly departmental performance 
reports are subjected to an internal audit process before being discussed with the municipal manager, the outcome 
of which would be the basis for conducting quarterly performance reviews with the section 57 managers. This helps 
to clear any compliance issues with the legislation, budget and the IDP. The ADM performance management 
framework has gone through some form of ‘metamorphoses over the past eight years. Having been first developed 
by a service provider (PDG) and adopted by council for the first time around 2002, the system has now been 
reviewed three times in the last eight years, with two of those amendments/reviews only taking place in the last two 
years. I must say that ADM has now developed relative capacity to do the review of the framework internally thus 
saving thousands of rands and developing the lost institutional memory in the process. . It would appear that ADM 
departments are now taking the performance management system more seriously as the scorecards are better 
populated and submitted timeously. 


One of the shortcomings I reported on in my 08/09 (p3) annual performance report was the capacity of the internal 
audit staff members and their general understanding of their role in performance management and auditing. I am 
pleased to report that there has been great improvement in the 09/10 financial year resulting in much more 
confidence and reliability on audited performance information and reports produced by internal auditors. This could 
be attributed to the internal audit turn-around plan that we introduced at the beginning of 2009. Some few teething 
problems still remain in the implementation of the system, viz; 


• Non-adherence to report-submission timelines by departments. 

• Poor quality control of the reports by heads of departments. 

• Non-inclusion of financials & vote numbers in the SDBIP thus handicapping the proper tracking of 
deliverables. 

• Intricacies brought about by “weighting" every aspect of the performance agreement. From KPA’s, 
KPI’s to OCR’s (Core competency requirements). 

• Setting of ambiguous indicators. 

• Non-compatibility between the IDP, SDBIP and CLUSTERS. 


In response to the identified shortcoming on the non-inclusion of the OCR's (which carries 20% of the total score) in 
the overall evaluation of the managers, I am glad to indicate that for the annual performance reviews this gap has 
been closed in that all section 57 managers will have their OCR’s assessed by the appropriate supervising authority. 
For the Municipal Manager the assessment of OCR’s was conducted with the Executive Mayor on the 26"^ of August 
2010 . 

Financial Performance of the organization 


Tables A and B below provides a summary of the institution’s performance on both internally and externally funded 
projects per department. As at the end of June 2010 the ADM overall performance on internally funded projects 
stood at 69.46% and at 70% for externally funded projects. 



Table A 


Internally Funded - Performance per Department 


Department 

Budget 
allocated per 
Department 

YTD 

Mo ve ment 

Balance to 

date 

Performance 

96 

Budget end Treasury 

9 002 306 

6 371 766 

2 131 040,23 

7696 

Corporate Services 

9 159 810 

5 660 273 

3 499 537.16 

6296 

Health and Protection 

4 929 130 

4 392 974 

536 205,67 

8996 

Land-Housing St LED 

35 073 413 

22 242 236 

12 336 131,61 

6396 

Strategic Management Unit 

16 541 242 

11 383 908 

5 157 334,04 

6996 

Engineering 

22 825 497 

12 247 872 

lO 577 625,32 

5496 

MM^s Special Projects j 

16 420 616 

16 411 234 

9 381,68 

10096 

Savings Available 

30 462 






Table B 


Externally Funded Projects 


Department 

Rollover 

09/10 Allocations 

Total Budget 

Expenditure 

Balance 

Performance 

Strategic Management 

2 134 896.34 

3 043 582.00 

5 178 478.34 

3 729 623.26 

1 448 855.08 

72% 

Budget and Treasury 

906 711.87 


906 711.87 

734 985.42 

171 726.45 

81% 

Corporate Services 

4 674 197.98 

727 776.48 

5 401 974.46 

3 286 235.51 

2 115 738.95 

61% 

Land Human 

Settlements & Eco Dev 

69 271 643.23 

860 000.00 

70 131 643.23 

5 912 379.74 

64 219 263.49 

8% 

Engineering 

108 238 784.62 

216 104 363.40 

324 343 148.02 

277 014 966.92 

47 328 181.10 

85% 

Health and Protection 

13 751 148.39 


13 751 148.39 

4 349 379.43 

9 401 768.96 

32% 

Total 

199 110 087.83 

220 735 721.88 

r 

419 845 809.71 

295 080 337.28 

124 765 472.43 

70% 


Overall conclusion 

During the year the overall performance results of the departments were mixed, As indicated in my previous reports 
the performance of BTO (budget and Treasury office) and the strategic planning department stili remain my concern. 
The corporate services department and engineering departments saw a decline in performance in the last quarter of 
the 09/10 financial year. However basic performance and vital success issues were taken into consideration and 


discussed during the departmental quarterly reviews.. Across SDBIP programs / activities there were good examples 
of good practice, but some variation in quality and coverage of performance measures. Early warnings of poor 
service delivery were reported and targets for affected key performance indicators were discussed and 
recommendation for removal sent to the Executive Mayor. These were challenges beyond the heads of department's 
control. The municipality will, in the 10/11 financial year, establish a unit that will specifically deal with the monitoring 
and management of performance management system. Currently the performance information is validated by 
Internal Audit before reported to Council and Performance Audit Committee. 

INSTITUTIONAL PERFORMANCE 


ORGANISATIONAL SCORECARD PERFORMANCE REPORTING 


Number of 

KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's met 

***KPI's not 

met 

% Met 

Overall Performance 

251 

32 

219 

152 

67 

70% 

Municipal Transformation & Organizational Development / Institutional Development 

72 

4 

68 

50 

18 

73% 

Good Governance & Public Participation 

63 

11 

52 

41 

11 

79% 

Municipal Financial Viability & Management 

26 

0 

26 

13 

13 

50% 

Local Economic Development / Municipal Development 

32 

6 

26 

14 

12 

54% 

Service Delivery & Infrastructure Development 

58 

11 

47 

34 

13 

72% 

Legend: * KPLs removed / eliminated 

** KPLs achieved 

*** KPI's not achieved 






GRAPHICAL PRESENTATION 




SERVICE DELIVERY BUDGET IMPLEMENTATION PLAN ( SDBIP) SCORECARD INFORMATION 
A. BUDGET AND TREASURTY DEPARTMENT 
Al. GRAPHICAL PRESENTATION 



k2. OVERALL PERFORMANCE 


Quarter 

Number of 

KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's 

met 

***KPI's not 

met 

% Met 

Overall Performance 

Q1 

20 

0 

20 

16 

4 

80% 

Q2 

20 

3 

17 

10 

7 

59% 

Q3 

20 

1 

19 

10 

9 

53% 

Q4 

20 

0 

20 

15 

5 

75% 

Total 

80 

4 

76 

51 

25 

67% 

Municipa 

Transformation & Organizationa 

Development / Institutional Development 

Q1 

7 

0 

7 

6 

1 

86% 

Q2 

7 

0 

7 

5 

2 

71% 

Q3 

7 

0 

7 

3 

4 

43% 

Q4 

7 

0 

7 

6 

1 

86% 

Total 

28 

0 

28 

20 

8 

71% 


Quarter 

Number of 

KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's 

met 

***KPI's not 

met 

% Met 

Good Governance & Public Participation 

Q1 

2 

0 

2 

2 

0 

100% 

Q2 

2 

0 

2 

1 

1 

50% 

Q3 

2 

0 

2 

2 

0 

100% 

Q4 

2 

0 

2 

2 

0 

100% 

Total 

8 

0 

8 

7 

1 

88% 

Municipa 

Financial Viability & Management 

Q1 

3 

0 

3 

3 

0 

100% 

Q2 

3 

0 

3 

2 

1 

67% 

Q3 

3 

0 

3 

1 

2 

33% 

Q4 

3 

0 

3 

3 

0 

100% 

Total 

12 

0 

12 

9 

3 

75% 

Local Economic Development / Municipal Development 

Q1 

1 

0 

1 

0 

1 

0% 

Q2 

1 

0 

1 

0 

1 

0% 

Q3 

1 

0 

1 

0 

1 

0% 

Q4 

1 

0 

1 

0 

1 

0% 

Total 

4 

0 

4 

0 

4 

0% 

Service Delivery & Infrastructure Development 

Q1 

7 

0 

7 

5 

2 

71% 

Q2 

7 

3 

4 

2 

2 

50% 

Q3 

7 

1 

6 

4 

2 

67% 

Q4 

7 

0 

0 

4 

3 

57% 

Total 

28 

4 

24 

15 

9 

63% 


Legend: 

* Milestone not relevant for the quarter/year Removed /Eliminated milestone ** Achieved milestone 
milestone 

*** Not achieved 


B. ENGINEERING 


B1 GRAPHICAL PRESENTATION 




B2 OVERALL PERFORMANCE 


Period 

Number of 

KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's 

met 

***KPI's not 

met 

% Met 

Quarter 

Overall Performance 

Q1 

41 

0 

41 

24 

16 

59% 

Q2 

41 

1 

40 

26 

14 

65% 

Q3 

41 

1 

40 

21 

19 

53% 

Q4 

41 

6 

35 

23 

12 

66% 

Total 

164 

8 

156 

94 

61 

60% 

Quarter 

Municipal Trans 

'ormation & Organizational Development/ Institutional Development 

Q1 

6 

0 

6 

4 

2 

67% 

Q2 

6 

0 

6 

4 

2 

67% 

Q3 

6 

0 

6 

5 

1 

83% 

Q4 

6 

0 

6 

6 

0 

100% 

Total 

24 

0 

24 

19 

5 

79% 

Quarter 

Good Governance & Public Participation 

Q1 

2 

0 

2 

0 

1 

0% 

Q2 

2 

0 

2 

1 

1 

50% 

Q3 

2 

0 

2 

1 

1 

50% 

Q4 

2 

0 

2 

1 

1 

50% 

Total 

8 

0 

8 

3 

4 

38% 

Quarter 

Municipal Financial Viability & Management 

Q1 

8 

0 

8 

3 

5 

38% 

Q2 

8 

0 

8 

4 

4 

38% 

Q3 

8 

0 

8 

3 

5 

25% 

Q4 

8 

0 

8 

4 

4 

50% 

Total 

32 

0 

32 

14 

14 

44% 

Quarter 

Local Economic Development / Municipal Development 

Q1 

3 

0 

3 

2 

1 

67% 

Q2 

3 

0 

3 

2 

1 

67% 

Q3 

3 

0 

3 

1 

2 

33% 

Q4 

3 

0 

3 

1 

2 

33% 

Total 

12 

0 

12 

6 

6 

50% 

Quarter 

Service Delivery & Infrastructure Development 

Q1 

22 

0 

22 

15 

7 

68% 

Q2 

22 

1 

21 

15 

6 

68% 

Q3 

22 

1 

21 

11 

10 

52% 

Q4 

22 

6 

16 

11 

5 

69% 

Total 

88 

8 

80 

52 

28 

65% 


Legend: 

* Milestone not relevant for the quarter/year Removed /Eliminated milestone ** Achieved milestone *** Not achieved milestone 


C. OFFICE OF THE STRATEGIC MANAGER 


C.l GRAPHICAL PRESENTATION 


C.2 Overall Performance Summary 


Period 

Number of 

KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's met 

***KPI's not 

met 

% Met 

Quart 

er 

Overall Performance 

01 

73 

10 

63 

42 

21 

67% 

02 

73 

5 

68 

35 

33 

51% 

03 

83 

15 

68 

40 

28 

59% 

04 

83 

15 

68 

45 

23 

66% 

Total 

312 

46 

266 

162 

104 

61% 

Quart 

er 

Municipal Transi 

brmation & Organizational Development / Institutional Development 

01 

26 

4 

22 

12 

10 

55% 

02 

26 

1 

25 

15 

10 

60% 

03 

27 

4 

23 

13 

10 

57% 

04 

27 

4 

23 

15 

8 

65% 

Total 

106 

13 

93 

55 

38 

59% 



Period 

Number of 

KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's met 

***KPI's not 

met 

% Met 

Quart 

er 

Good Governance & Public Participation 

Q1 

33 

5 

28 

22 

6 

79% 

Q2 

33 

5 

28 

12 

16 

43% 

Q3 

38 

6 

32 

17 

15 

53% 

Q4 

38 

6 

32 

20 

12 

67% 

Total 

142 

22 

120 

71 

49 

59% 

Quart 

er 

Municipal Financial Viability & Management 

Q1 

2 

0 

2 

2 

0 

100% 

Q2 

2 

0 

2 

1 

1 

50% 

Q3 

3 

0 

3 

2 

1 

67% 

Q4 

3 

0 

3 

2 

1 

50% 

Total 

10 

0 

10 

7 

3 

70% 

Quart 

er 

Local Economic Development / Municipal Development 

Q1 

8 

1 

7 

4 

3 

57% 

Q2 

8 

0 

8 

4 

4 

50% 

Q3 

10 

3 

7 

5 

2 

71% 

Q4 

10 

3 

7 

5 

2 

71% 

Total 

36 

7 

29 

18 

11 

62% 

Quart 

er 

Service Delivery & Infrastructure Development 

Q1 

4 

0 

4 

2 

2 

50% 

Q2 

4 

0 

4 

3 

1 

75% 

Q3 

5 

2 

3 

3 

0 

100% 

Q4 

5 

2 

3 

3 

0 

100% 

Total 

18 

4 

14 

11 

3 

79% 


Legend: 

* Milestone not relevant for the quarter/year Removed /Eliminated milestone ** Achieved milestone *** Not achieved milestone 



D. CORPORATE SERVICES 


Dl. GRAPHICAL PRESENTATION 



D2. OVERALL PERFORMANCE 


Period 

Number of 
KPI's 

♦Not 

applicable 

KPI for the 
Period 

**KPI's met 

***KPI's not 

met 

% Met 

Quarter 

Overall Performance 

01 

32 

0 

32 

29 

3 

91% 

02 

32 

0 

32 

25 

7 

78% 

03 

32 

1 

32 

20 

12 

63% 

04 

32 

1 

31 

23 

8 

74% 

Total 

128 

2 

128 

100 

36 

78% 

Quarter 

Municipal Transformation & Organizational Development / Institutional Development 

01 

22 

0 

22 

20 

2 

91% 

02 

22 

0 

22 

16 

6 

73% 

03 

22 

0 

22 

14 

8 

64% 

04 

22 

1 

21 

16 

5 

76% 

Total 

88 

1 

87 

66 

21 

76% 

Quarter 

Good Governance & Public Participation 



Period 

Number of 
KPI's 

*Not 

applicable 

KPI for the 
Period 

**KPI's met 

♦ ♦♦KPI's not 

met 

% Met 

Q1 

3 

0 

3 

3 

0 

100% 

Q2 

3 

0 

3 

3 

0 

100% 

Q3 

3 

0 

3 

3 

0 

100% 

Q4 

3 

0 

3 

3 

0 

100% 

Total 

12 

0 

12 

12 

0 

100% 

Quarter 

Municipal Financial Viability & Management 

Q1 

4 

0 

4 

3 

1 

75% 

Q2 

4 

0 

4 

3 

1 

75% 

Q3 

4 

0 

4 

1 

3 

25% 

Q4 

4 

0 

4 

2 

2 

50% 

16 

16 

16 

16 

9 

7 

56% 

Quarter 

Local Economic Development / Municipal Development 

Q1 

1 

0 

1 

1 

0 

100% 

Q2 

1 

0 

1 

1 

0 

100% 

Q3 

1 

0 

1 

1 

0 

100% 

Q4 

1 

0 

1 

0 

1 

0% 

Total 

4 

0 

4 

3 

1 

75% 

Quarter 

Service Delivery & Infrastructure Development 

Q1 

2 

0 

2 

2 

0 

100% 

Q2 

2 

0 

2 

2 

0 

100% 

Q3 

2 

0 

2 

1 

1 

50% 

Q4 

2 

0 

2 

2 

0 

100% 

Total 

8 

0 

8 

7 

1 

88% 


Legend: 

* Milestone not relevant for the quarter/year Removed /Eliminated milestone ** Achieved milestone *** Not achieved 

milestone 



E. HEALTH AND PROTECTION DEPARTMENT 


E.l GRAPHICAL PRESENTATION 




E2. Overall Performance Summary 


Quart 

er 

Number of 
KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's 

met 

♦ ♦♦KPI's not 

met 

% Met 

Overall 

Performance 

Q1 

34 

0 

34 

32 

2 

94% 

Q2 

34 

0 

34 

31 

3 

91% 

Q3 

34 

0 

34 

28 

6 

82% 

Q4 

34 

0 

34 

32 

2 

94% 

Total 

136 

0 

136 

123 

13 

90% 

Municipal Transformation & Organizational Development / Institutional Development 

Q1 

17 

0 

17 

17 

0 

100% 

Q2 

17 

0 

17 

16 

1 

94% 

Q3 

17 

0 

17 

14 

3 

82% 

Q4 

17 

0 

17 

17 

0 

100% 

Total 

68 

0 

68 

64 

4 

94% 

Good Governance & Public Participation 

Q1 

7 

0 

7 

6 

1 

86% 


Quart 

er 

Number of 
KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's 

met 

♦ ♦♦KPI's not 

met 

% Met 

Q2 

7 

0 

7 

7 

0 

100% 

Q3 

7 

0 

7 

7 

0 

100% 

Q4 

7 

0 

7 

7 

0 

100% 

Total 

28 

0 

28 

27 

1 

96% 

Municipal Financial Viability & Management 

Q1 

2 

0 

2 

2 

0 

100% 

Q2 

2 

0 

2 

2 

0 

100% 

Q3 

2 

0 

2 

2 

0 

100% 

Q4 

2 

0 

2 

2 

0 

100% 

Total 

8 

0 

8 

8 

0 

100 

% 

Local Economic Development / Municipal Development 

Q1 

2 

0 

2 

2 

0 

100% 

Q2 

2 

0 

2 

2 

0 

100% 

Q3 

2 

0 

2 

2 

0 

100% 

Q4 

2 

0 

2 

2 

0 

100% 

Total 

8 

0 

8 

8 

0 

100% 

Service Delivery & Infrastructure Development 

Q1 

6 

0 

6 

5 

1 

83% 

Q2 

6 

0 

6 

4 

2 

67% 

Q3 

6 

0 

6 

3 

3 

50% 

Q4 

6 

0 

6 

4 

2 

67% 

Total 

24 

0 

24 

16 

8 

67% 


Legend: 

* Milestone not relevant for the quarter/year Removed /Eliminated milestone ** Achieved milestone *** Not achieved 

milestone 


F. LAND .HUMAN SETTLEMENT AND ECONOMIC DEVELOPMENT 


FI. GRAPHICAL PRESENTATION 


F2. OVERALL PERFORMANCE 


Period 

Number of 
KPI's 

♦Not 

applicable 

KPI for the 
period 

**KPI's 

met 

***KPI's not 

met 

% Met 

Quart 

er 

Overall Performance 

Q1 

111 

1 

110 

74 

36 

67% 

Q2 

112 

2 

110 

79 

31 

71% 

Q3 

112 

4 

108 

69 

39 

63% 

Q4 

112 

1 

111 

83 

28 

75% 

Total 

447 

8 

439 

305 

134 

69% 

Quart 

er 

Municipal Transformation & Organizational Development / Institutional Development 

Q1 

23 

0 

23 

7 

16 

30% 

Q2 

23 

0 

23 

20 

3 

87% 

Q3 

23 

0 

23 

18 

5 

78% 

Q4 

23 

0 

23 

14 

9 

61% 

Total 

92 

0 

92 

59 

33 

64% 



Period 

Number of 
KPI's 

*Not 

applicable 

KPI for the 
period 

**KPI's 

met 

♦ ♦♦KPI's not 

met 

% Met 

Quart 

er 

Good Governance & Public Participation 

Q1 

0 

0 

0 

0 

0 

0% 

Q2 

16 

0 

16 

9 

7 

56% 

Q3 

16 

0 

16 

12 

4 

75% 

Q4 

16 

0 

16 

13 

3 

81% 

Total 

48 

0 

48 

34 

14 

71% 

Quart 

er 

Municipal Financial Viability & Management 

Q1 

21 

0 

21 

13 

8 

62% 

Q2 

5 

0 

5 

4 

1 

80% 

Q3 

5 

0 

5 

0 

5 

0% 

Q4 

5 

0 

5 

0 

5 

0% 

Total 

36 

0 

36 

17 

19 

47% 

Quart 

er 

Local Economic Development / Municipal Development 

Q1 

58 

1 

57 

49 

8 

86% 

Q2 

58 

2 

56 

40 

16 

71 

Q3 

58 

4 

55 

32 

22 

58% 

Q4 

58 

1 

57 

48 

9 

84% 

Total 

232 

8 

224 

169 

55 

75% 

Quart 

er 

Service Delivery & Infrastructure Development 

Q1 

9 

0 

9 

5 

4 

55% 

Q2 

10 

0 

10 

6 

4 

60% 

Q3 

10 

0 

10 

7 

3 

70% 

Q4 

10 

0 

10 

8 

2 

80% 

Total 

39 

0 

39 

26 

13 

67% 


Legend: 

* Milestone not relevant for the quarter/year Removed /Eliminated milestone ** Achieved milestone *** Not achieved 

milestone 



G. OFFICE OF THE SPEAKER 


G.l GRAPHICAL PRESENTATION 


G.2 OVERALL PERFORMANCE 


Period 

Number 
of KPI's 

♦Not 

applicable 

KPI for the 
period 

♦ ♦KPI's 

met 

***KPI';s not 

met 

% Met 

Overall Performance Second Quarter 

Q1 

10 

0 

10 

3 

7 

30% 

Q2 

10 

3 

7 

5 

2 

71% 

Total 

20 

6 

17 

8 

9 

47% 

Municipal Transformation & Organizational Development 

Q1 

1 

0 

1 

0 

1 

0% 

Q2 

1 

0 

1 

1 

0 

100% 

Total 

2 

0 

2 

1 

1 

50% 

Good Governance & Pu 

blic Participation 

Q1 

5 

0 

5 

3 

2 

60% 

Q2 

5 

0 

5 

3 

2 

60% 


Total 

10 

0 

10 

6 

4 

50% 

Municipal 

Financial Viability & Management 

Q1 

1 

0 

1 

0 

1 

0% 

Q2 

1 

0 

1 

1 

0 

100% 

Total 

2 

0 

2 

1 

1 

50% 

Local Economic Development / Municipa 

Development 

Q1 

2 

0 

2 

0 

2 

0% 

Q2 

2 

2 

0 

0 

0 

0% 

Total 

4 

2 

0 

0 

2 

0% 

Service De 

ivery & Infrastructure Development 

Q1 

1 

0 

1 

0 

1 

0% 

Q2 

1 

1 

0 

0 

0 

0% 

Total 

2 

1 

1 

0 

1 

0% 


Legend: 

* Milestone not relevant for the quarter/year Removed /Eliminated milestone ** Achieved milestone *** Not achieved 

milestone 


PART 2: KPA ACHIEVEMENT REPORT 




Chapter 1: Human resource and other organization management -KPA 1 

1.1 Presentation of the Organizational Structure: 

Organisational and Establishment Plan 


Introduction: 

Section 66 of the Local Government: The Municipal Systems Act (Act No 32 of 2000) requires a 
Municipal Manager to, within a policy framework determined by the Municipal Council and 
subject to any applicable legislation, establish a mechanism to regularly evaluate the staff 
establishment of a Municipality and, if necessary, review the staff establishment. 

Institutional Structure of ADM 


The Institutional structure of ADM is divided into two levels, namely. Political and 
Administrative structures. The Administrative structure is accountable to the Political 
structure. 

Political Structure of ADM : 

The principalship of ADM lies with Council under the Chairpersonship of The Speaker (Heading 
the Legislative arm of Council) and it operates a number of committees that assist in the 
realisation of the Council's mandates. 

Listed below are the committees that assist Council in carrying out its responsibilities:- 

Oversight Committee 
Rules Committee 
Audit Committee 
District Speaker's Forum 
Committee on Public Participation 

Standing Committees: 

(a) Infrastructure 

(b) HR and Administration 

(c) Community Services 

(d) Planning & Development 

Other statutory and non statutory structures 

Performance Audit Committee 

District Mayors Forum 
Intergovernmental Relations Committee 
Local Labour Forum 
Remunerations Committee 
Special Programmes Forum 




Skills Development and Employment Equity Steering Committee 


The Committees listed above ore established in terms of Sections 79 and 80 of the Local 
Government : Municipal Structures Act (Act no 117 of 1998) 

Administrative Structure of ADM: 

The principalship of the Administrative structure lies with the Executive Mayor who runs the 
institution with a number of Departments and various units reporting directly to the Municipal 
Manager who is accountable to the Executive Mayor. 

The Existing Administrative Structure can be illustrated as follows:- 

Functions: 

• The Management of the Municipality; 

• The rendering of Engineering Services; 

• The rendering of Health and Protection Services; 

• The rendering of Corporate Services; 

• The rendering of Financial Management Services; 

• The rendering of the Land Development, Human Settlements and Local Economic 
Development; 

In order to undertake the functions identified, Council approved the creation of the following 
seven departments:- 

1. The Municipal Manager's Office. 

2. The executive support Services 

3. The Engineering Services. 

4. The Health and Protection Services. 

5. The Corporate Services. 

6. The Budget and Treasury Office. 

7. Land, Human Settlements and Economic Development. 



The following broad organogram illustrates the relationship between the Political 
and the Administrative structures of ADM:- 

INSTITUTIONAL STRUCTURE 





POLITICAL 

STRUCTURE 


Council 


Speaker 


Standing Connnnittees: 

• Infrastructure 

• HR & Adnninistration 

• Developnnent & 
Planning 

• Connnnunity Services 


Executive Mayor 


Mayoral Connnnittee 


Rules Connnnittee 
Audit Connnnittee 
Connnnittee on Public 
Participation 
District Speakers Forunn 
Oversight Connnnittee 



Municipal Manager 


ADMINISTRATIVE STRUCTURE 


Legal Services 
Working Group 
Internal Audit 
Executive Support Services 


Bid Specifications Committee 
Bid Evaluation Committee 
Bid adjudication Committee 


Engineering 

Services 


Budget & 
Treasury Office 


Strategic 
Planning & 
Management 


Health & Protection 
Services 



Land Human 
Settlements & 
Economic 
Development 



























SUMMARY OF ADM APPROVED ORGANOGRAM AS AT 30 JUNE 2010 


NO 

DEPARTMENT 

DIVISION 

SECTION 

1. 

Municipal Manager's Office 

Strategic Planning and 

IDP, PMSand IDP 



Managennent 

Municipal Support 

Information Systems Management 



Internal Audit 




Office of the Speaker 


2. 

Executive Support Services 

Personal Assistance 

Communications and Media Relations 
/ Public Participation 




Special Programs 




Intergovernmental Relations and 
Municipal International Relations 

3. 

Corporate Services 

Integrated Hunnan 

Organisational Development and 



resources 

Recruitment 

Human Resources Development 

Labour relations and PMS 

Employee Wellness and Occupational 
safety 



Integrated 

Personnel Administration 



Adnninistration Support 

Auxiliary Services 

Council Support 

3. 

Engineering Services 

Project Managennent 

East 



Unit 

West 

Central 



Water Services 

Authority 




Water Services 

East 



Provision 

West 

Central 

Planning & Refurbishment 

Water Care 

Whelan 



Building and services 

Waste Management 



Planning 

Transport Planning 

4. 

Health and Protection Services 

Municipal Health 

Municipal Health 



Services 

Water Quality Monitoring 



Protection Services 

Fire Fighting Services 

Disaster Management 

Community Safety 

5. 

Budget and treasury Office 

Budget and General 




Revenue 




Expenditure 




Accounting and 
reporting 


6. 

Land, Hunnan Settlennents and 

Land and Human 

Land Reform 


Econonnic developnnent 

Settlements 

Spatial Planning 

Housing Development 

Land development fund management 



Economic development 

Environmental Management 

Heritage 

Agriculture 

SMMEs and Co-ops 

Economic Research 

Tourism 




Posts Per Department as at 30 June 2010 


Department 

A Break Down of Posts Per Department and Divisions/Sections 
Branch/Division/Section/Post 

Total 

Filled 

Municipal Manager's Office 

Municipal Manager 

1 

1 


Office Support: Municipal Manager 

4 

2 


Executive Support Services 

43 

30 


Office of the Speaker 

10 

3 


Division: Internal Audit 

14 

9 


Strategic Manager's Office 

3 

2 


Municipal Support 

11 

10 


Information Systems Management 

18 

14 

Total 

104 

71 

Corporate Services 

Director 

1 

1 


Integrated HR 

29 

28 


Integrated Support 

71 

67 

Total 

101 

96 

Engineering Services 

Director 

1 

1 


Administration Support Staff 

2 

2 


Division: Project Management Unit 

20 

18 


Division: Water Services Authority 

12 

7 


Division: Water Services Provision 

793 

677 


Division: Building Management & Services Planning 

20 

18 

Total 

848 

723 

Health & Protection Services 

Director 

1 

1 


Office Staff 

3 

2 


Senior Manager 

1 

1 


Municipal Health Services 

32 

26 


Protection Services 

1 

1 


Fire Fighting Services 

52 

50 


Disaster Management 

10 

9 


Community Safety Services 

2 

2 

Total 

102 

92 

Budget & Treasury Office 

Chief Financial Officer 

1 

1 


Admin. Support Staff 

2 

1 


Budget & Treasury Office 

125 

87 

Total 

128 

89 

Land, Human Settlements & 

Director 

1 

1 

Economic Development 

Land & Housing 

2 

1 


Land & Human settlements 

18 

8 


Local Economic Development 

9 

8 


Agriculture 

7 

7 


Environmental Management 

4 

4 


Heritage Management 

3 

3 

Total 

44 

32 


GRAND TOTAL 

1327 

1103 





Employment Equity Plan 


Legislation: Employment Equity Act (Act 55 of 1998) 

Purpose: The plan seeks to achieve reasonable progress towards Employment Equity in the 
workforce. 

After the analysis of the existing employee profile of ADM it was discovered that at ADM 
colour is no longer a problem but the main challenges are the 1) under -representation of 
females and 

2) Gross under representation of people with disabilities. 

The EE plan for the period 01 May 2009 to 30 June 2012 concentrates on addressing the two 
identified problems. 

The following table is an illustration of the status quo as at 30 June 2010. The table also shows 
national and provincial statistics of the economically active population (EAP). 

ADM Employee Profile- Status QuovsStats EAP: 30 June 2010. 

Black = African, Coloured & Indian 



As a first step towards addressing the identified problems, it was necessary for ADM to set its 
targets as well as time frames attached to them. 

AmatholeDistrict Municipality Goals & Targets 

Black = African, Coloured & Indian 


Designated Group 

Existing 

2010/11 

2011/12 

Prov. 

Nat 

Black 

96% 

95% 

95% 

94% 

88% 

Women 

37% 

39% 

43% 

54% 

46% 

Pw Disabilities 

0.2% 

0.5% 

0.7% 

2% 

2% 



ADM Employee Profile Including people with disabilities as at 30 June 2010 


Total number of employees (including employees with disabilities) in each of the 
following occupational levels: Note: A=Africans, C=Coloureds, l=lndians and 
W= Whites 


Occupational Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

C 

1 

w 

A 

C 

1 

W 

Male 

Female 

Top management 

4 

0 

0 

1 

2 

0 

0 

0 

0 

0 

7 

Senior management 

26 

2 

0 

4 

12 

0 

0 

6 

1 

0 

51 

Professionally qualified 
and experienced 
specialists and mid- 
management 

51 

4 

1 

6 

47 

3 

0 

3 

0 

0 

115 

Skilled technical and 
academically qualified 
workers, junior 
management, 
supervisors, foremen, 
and superintendents 

83 

6 

0 

5 

105 

5 

2 

13 

0 

0 

219 

Semi-skilled and 
discretionary decision 
making 

127 

0 

0 

3 

100 

7 

2 

3 

0 

0 

242 

Unskilled and defined 
decision making 

426 

0 

0 

0 

136 

3 

0 

0 

0 

0 

565 

TOTAL PERMANENT 

717 

12 

1 

19 

402 

18 

4 

25 

1 

0 

1199 

Temporary employees 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

GRAND TOTAL 

717 

12 

1 

19 

402 

18 

4 

25 

1 

0 

1199 


Total number of employees with disabilities only in each of the following 
occupational levels: Note: A=Africans, C=Coloureds, l=lndians and W=Whites 


Occupational Levels 

Male 

Female 

Foreign Nationals 

Total 

A 

c 

1 

w 

A 

c 

1 

w 

Male 

Female 

Top management 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Senior management 

0 

0 

0 

1 

0 

0 

0 

0 

0 

0 

1 

Professionally 
qualified and 
experienced 
specialists and mid- 
management 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Skilled technical and 
academically 

1 

0 

0 

0 

0 

0 

0 

0 

0 

0 

1 




























qualified workers, 
junior management, 
supervisors, foremen, 
and superintendents 












Semi-skilled and 
discretionary decision 
making 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

Unskilled and defined 
decision making 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

TOTAL PERMANENT 

1 

0 

0 

1 

0 

0 

0 

0 

0 

0 

2 

Temporary 

employees 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

GRAND TOTAL 

1 

0 

0 

1 

0 

0 

0 

0 

0 

0 

2 


COMPARATIVE TABLE OF THE STATUS QUO AND TARGETS AND GOALS PER OCCUPATIONAL LEVEL 


Occupational 

Levels 

Male 

Fema 

e 

FN 

Total 

A 

C 

1 

W 

A 

c 

1 

W 

M 

F 


Top Management 

4 

0 

0 

1 

2 

0 

0 

0 

0 

0 

7 

June 2010 (% actual) 

57% 

0% 

0% 

14% 

29% 

0% 

0% 

0% 

0 

0 


June 2010 ( % target) 

61.3 

1.3 

0.1 

2.1 

30.3 

1.8 

0.5 

2.6 

0 

0 


June 2011 ( % target) 

56.6 

2.6 

0.7 

2.1 

31 

4 

1 

2 

0 

0 


June 2012 ( % goal) 

50.9 

4 

1 

2.1 

35 

4 

1 

2 

0 

0 


Senior Management 

26 

2 

0 

4 

12 

0 

0 

6 

1 

0 

51 

June 2010 (actual) 

51% 

4% 

0% 

8% 

24% 

0% 

0% 

12% 

2% 

0% 


June 2010 (target) 

61.3 

1.3 

0.1 

2.1 

30.3 

1.8 

0.5 

2.6 

0 

0 


June 2011 (target) 

56.6 

2.6 

0.7 

2.1 

31 

4 

1 

2 

0 

0 


June 2012 (goal) 

50.9 

4 

1 

2.1 

35 

4 

1 

2 

0 

0 


Mid-Management 

51 

4 

1 

6 

47 

3 

0 

3 

0 

0 

115 

June 2010 (actual) 

44% 

3% 

1% 

5% 

41% 

2% 

0% 

2% 

0 

0 


June 2010 (target) 

61.3 

1.3 

0.1 

2.1 

30.3 

1.8 

0.5 

2.6 

0 

0 


June 2011 (target) 

56.6 

2.6 

0.7 

2.1 

31 

4 

1 

2 

0 

0 


June 2010 (goal) 

50.9 

4 

1 

2.1 

35 

4 

1 

2 

0 

0 


Skilled Technical 

83 

6 

0 

5 

105 

5 

2 

13 

0 

0 

219 

June 2010 (actual) 

38% 

3% 

0% 

2% 

48% 

2% 

1% 

6% 

0 

0 


June 2010 (target) 

61.3 

1.3 

0.1 

2.1 

30.3 

1.8 

0.5 

2.6 

0 

0 


June 2011 (target) 

56.6 

2.6 

0.7 

2.1 

31 

4 

1 

2 

0 

0 


June 2010 (goal) 

50.9 

4 

1 

2.1 

35 

4 

1 

2 

0 

0 


Semi-skilled 

127 

0 

0 

3 

100 

7 

2 

3 

0 

0 

242 

June 2010 (actual) 

52% 

0% 

0% 

1% 

41% 

3% 

1% 

1% 

0 

0 


June 2010 (target) 

61.3 

1.3 

0.1 

2.1 

30.3 

1.8 

0.5 

2.6 

0 

0 


June 2011 (target) 

56.6 

2.6 

0.7 

2.1 

31 

4 

1 

2 

0 

0 


June 2010 (goal) 

50.9 

4 

1 

2.1 

35 

4 

1 

2 

0 

0 


Unskilled 

426 

0 

0 

0 

136 

3 

0 

0 

0 

0 

565 

June 2010 (actual) 

75% 

0% 

0% 

0% 

24% 

1% 

0% 

0% 

0 

0 


June 2010 (target) 

61.3 

1.3 

0.1 

2.1 

30.3 

1.8 

0.5 

2.6 

0 

0 


June 2011 (target) 

56.6 

2.6 

0.7 

2.1 

31 

4 

1 

2 

0 

0 


June 2010 (goal) 

50.9 

4 

1 

2.1 

35 

4 

1 

2 

0 

0 







1.2 Staff development initiatives during the Financial Year 

The ADM has a Human Resources Development Unit with its primary purpose to provide accredited, 
quality training for both employed and unemployed candidates of ADM and Local Municipalities within 
its jurisdiction. This is in line with the Skills Development Act No. of 97 of 1998, Skills Development Levy 
Act No. 09 of 1999, South African Quality Assurance (SAQA) Act No 58 of 1995 and Employment Equity 
Act No 55 of 1998. 

The unit co-ordinate, monitor and evaluate all skills development initiatives to ensure that they enhance 
Service Delivery and Corporate Governance, improve financial viability of ADM and Local Municipalities 
within its jurisdiction, stimulate local economic development which would subsequently alleviate 
poverty, as well as being change agents for effective Municipal Transformation and Institutional 
Development. 

The training programmes are aligned to applicable Legislation, Policies, Political pronouncements and 
IDP linkage as follows; 

• National Skills Development Strategy (NSDS): 2005 -2010 

• Amathole District Municipality (ADM) Integrated Development Plan (IDP) 

• Sector Skills Plan of the Local Government Sector Education and Training Authority (LGSETA) 

• District Growth and Development Strategies 

• Eastern Cape Joint Initiative on Priority Skills Acquisition (EC - JIPSA), which will be launched in 
2008. 

• HRD Strategy for South Africa 2010 -2030 

• Provincial HRD Strategy 

• Political pronouncements (a) delegating water function to District Municipalities, 

(b) Illiteracy eradication by 2015 through ABET 

• Government Gazette 29967 on National Treasury's "Minimum Competency Levels" Training. 

• ADM Training and Development Policy 

• ADM Employee Study Assistance Scheme 

Municipal Finance and Administration Learnership Programme (NQF 4) 

Assessments and re-assessments were conducted and moderation results were sent to the LGSETA by 
the Service Provider. Verification was conducted by the LGSETA and certification of candidates is 
awaited from the LGSETA. 

Challenges: 

The delay in the verification and certification processes. The anticipated roll-out of Municipal Finance 
and Administration Learnership Programme on NQF 5 level did not materialize due to non availability of 
an accredited Service Provider who would provide training within the budget set aside by ADM. The 
qualification would have been a progression from the Municipal Finance and Administration Leanership 
on NQF 4 level. 

The Learnership was suspended on occasions due to operational obligations by the Department of 
Finance and also due to the delay in the receipt of funds from the LGSETA. 



Wastewater Process Operations Learnership and Water Purification Process Operator Learnership 
(NQF 2) 


All Theory Modules have been completed, assessments, moderation and verification were conducted 
and certification is awaited from the Energy -SETA. 

Challenges 

Coaching the candidates became a major challenge with the coaches pleading a lack of available time to 
do so, as well as Water Plants that were not adequately equipped to support the learning process. Also 
the delay by Energy SETA on certification of the qualification. 

Training of Officials and Councillors 

Training is currently being conducted in line with the Council approved Annual Training Programme and 
an allocated budget of a total amount of R1 200 000 was earmarked for training in 2009/10 and was 
utilized for both Councillors and Officials. 

A sum of R400 000.00 has been allocated for Councillor Training and R800 000.00 was allocated for 
Officials for the 2010/2011 financial year. 

Challenge 

Some identified training interventions usually end up not being conducted due to allocated funds being 
fully utilized before targeted training is completed. 

FIRE RESCUE LEANERSHIP 


10 Unemployed learners who were serving as volunteers were selected for the Fire Rescue Learnership. 
A Service Provider has also been appointed and classes are envisaged to commence between November 
and December 2010. An amount of R500 000.00 was set aside by ADM to conduct a leanership 
programme during the current financial year. 

Challenge 

Funding for the implementation of another learnership programme in 2011 that will be identified by the 
Skills Development & Employment Equity Technical Committee in line with the District HRD Strategy. 

DWAF ^^Once Off" Training 

All planned training interventions were conducted for ex - DWAF employees. Funds allocated were fully 
utilized. ADM did put together proposals for more funding from DWAF that will enable the Institution to 
train in line with legislation requirements. 

Challenges 

Budget constraints continue to be a challenge. 

Experiential Training 

A total number of 19 candidates were exposed to the world of work in the last financial year. The 
learners were placed at the following Departments: 

02 - Corporate Services 

02 - Engineering 

04 - Budget and Treasury Office 




01 - Land & Housing 

08 - Strategic Manager's 

02 - Health 

Challenges 

Some Departments are interested in engaging candidates who have majored in a specific field, and 
candidates enrolled for those qualifications are not readily available. 

Bursary on Rare Skills 

Currently there are five learners on the programme. 1 Female and two Males are currently registered 
and are progressing well and the other two males are currently undergoing experiential training at 
Engineering Consultancy Agencies that were approached by ADM with a view to exposing them to parts 
of the Curriculum that ADM does not offer. Four more candidates will be accepted for the Programme 
from January 2011. 

Adult Basic Education and Training (ABET) 

All Local Municipalities were encouraged to take part and a total number of 98 candidates was secured 
to enroll during 2010. This number also includes candidates who enrolled in 2009. 

All sites are currently experiencing a high attendance rate and only when there are emergency 
operational challenges do some learners fail to attend. The rate of attendance is currently at 97%. 
Attendance of learners is monitored by the ADM Training Officer and attendance registers are 
supervised by the Service Provider on site, and a report thereof is requested by ADM from the Service 
Provider. 

""Minimum Competency Lever" training in line with National Treasury Guidelines 

Government Gazette 29967 pronounced on National Treasury's ""Minimum Competency Levels" Training 
which certain levels of municipal employees need to have by June 2013. 75 candidates have been 
earmarked by ADM as targeted candidates for the programme. 

07 candidates have taken part in the programme thus far. 10 more applications were submitted to the 
Institute for Municipal Finance Officers (IMFO), which is in partnership with ABSA Bank and LGSETA for 
the same one year qualification. 07 other applications were submitted to Nelson Mandela Metropolitan 
University which is in partnership with LGSETA for the very same qualification. 30 more candidates are 
envisaged take part in the programme as soon as funds are made available by ADM. 

Challenge 

Funding for the programme for the next two years. 

Employee Study Assistance Scheme 

Due to the temporal suspension of the Study Assistance Scheme in the past year, no new learners could 
be accommodated during 2009. 15 candidates are currently enrolled for the Employee Study Assistance 
Scheme/Policy and 35 applications have also been received for the 2011 January intake. Three more 
candidates are currently undertaking research projects. The number is envisaged to increase with the 
re-instatement of the Study Assistance Scheme and ongoing enrolments of the ensuing years. 



District Human Resources Development (HRD) Strategy 


With the development of the HRD Strategy for South Africa 2010 -2030 as well as the Provincial HRD 
Strategy, ADM resolved that a District HRD Strategy be developed that would be aligned to the two HRD 
Strategies mentioned above. A Service Provider was appointed to develop the Strategy and has twice 
been on site for the analysis stage and engagement of the various stakeholders. A Workshop is planned 
for November 2010 that will culminate in the development of a draft District HRD Strategy, which will 
include the District Skills Development Plan as well as the Implementation Plan. 

Challenge 

Funding for the implementation of Phase 2, namely, the actual implementation of the District HRD 
Strategy. 

1.3 Key HR statistics per functional area 

(a) Approved Municipal Manager and Section 57 Managers Positions 

The following table illustrates the approved Municipal Manager and Section 57 positions:- 


No. 

Approved Position 

No. of approved 
and budgeted 
posts per position 

Filled posts 

Vacant posts 

1 

Municipal Manager 

1 

1 

0 

2 

Chief Finance Officer 

1 

1 

0 

3 

Director Engineering 

1 

1 

0 

4 

Strategic Management 

1 

1 

0 

5 

Director Corporate Services 

1 

1 

0 

6 

Director Health and Protection 

Services 

1 

1 

0 

7 

Director Local Economic 
Development, Land and Human 
Settlements 

1 

1 appointed 
01/05/2010 

0 


Total 

7 

7 

0 


b. Number of positions per department, per unit as at 30 June 2010: 


A BREAK DOWN OF POSTS PER DEPARTMENT AND DIVISION / SECTION 

Department 

Branch/Division/Section/Post 

Total 

Filled 

Vacant 

post 

Municipal Manager's Office 

Municipal Manager 

1 

1 

0 

Office Support: Municipal Manager 

4 

2 

2 

Executive Support Services 

43 

30 

13 

Office of the Speaker 

10 

3 

7 

Division: Internal Audit 

14 

9 

5 

Strategic Manager's Office 

3 

2 

1 

Municipal Support 

11 

10 

1 

Information Systems Management 

18 

14 

4 

Total 

104 

71 

33 

Corporate Services 

Director 

1 

1 

0 

Integrated Human Resources 

29 

28 

1 

Integrated support 

71 

67 

4 

Total 

101 

96 

5 


Engineering Services 

Director 

1 

1 

0 

Administration Support Staff 

2 

2 

0 

Division: Project Management Unit 

20 

18 

2 

Division: Water Services Authority 

12 

7 

5 

Division: Water Services Provision: 
Operations & Maintenance 

793 

677 

116 

Division: Building Management & 
Services Planning 

20 

18 

2 

Total 

848 

723 

125 

Health & Protection 

Director 

1 

1 

0 

Office Staff 

3 

2 

1 

Senior Manager 

1 

1 

0 

Municipal Health Services 

32 

26 

6 

Protection Services 

1 

1 

0 

Fire fighting Services 

52 

50 

2 

Disaster Management 

10 

9 

1 

Community Safety Services 

2 

2 

0 

Total 

102 

92 

10 

Budget and Treasury Office 

Chief Financial Officer 

1 

1 

0 

Admin. Support Staff 

2 

1 

1 

Budget and Treasury Office 

125 

87 

38 

Total 

128 

89 

49 

Land Human Settlements 

and Local Economic 
development 

Director 

1 

1 

0 

Land and Housing 

2 

1 

1 

Land and Human Settlements 

18 

8 

10 

Local Economic Development 

9 

8 

1 

Agriculture 

7 

7 

0 

Environmental Management 

4 

4 

0 

Heritage Management 

3 

3 

0 

Total 


44 

32 

12 

OVERALL TOTAL 

1327 

1103 

224 1 


1. Technical staff registered with professionai bodies 


Technical 

Service (e.g 
water, 

electricity etc...) 

Total number of 

technical service 
Managers 

Total number 
registered in the 
accredited 
professional 
body 

Total number 
pending 
registration 
confirmation in the 
accredited 
professional body 

Total number 
not yet 
registered in 
the 

accredited 

professional 

body 







2. Levels of education and skills 


Total number of staff 

Number of staff 

without Grade 12 

Number of staff with 
Senior Certificate 
only 

Number of staff with 
Tertiary/accredited 
professionals training 

1186 

364 

324 

523 


3. Trends on total personnel expenditure 


Total Personnel Expenc 

iture over the past three years 

Financial year 

Total No. 
of staff 

Total approved 
operating budget 

Personnel 
Expenditure 
(Salary and salary 
related) 

Percentage of 
expenditure 

2007-2008 

904 

R 529444,534.00 

R 174,522,900.00 

32.98% 

2008-2009 

1026 

R 575,312,015.00 

R 203,954,694.00 

35.45% 

2009-2010 

1123 

R 641,613,921.00 

R 246,575,010.00 

38.43% 


4. List of pension and medical aids to whom employees belong 


2009-2010 EXPENDITURE ON PENSION FUNDS (DC) 

NO. OF MEMBERS AS AT 30 JUNE 2010 

EC MUNICIPAL GRATUITY FUND (DC) 

2 

CAPE JOINT RETIREMENT FUND (DC) 

576 

NATIONAL FUND FOR MUNICIPAL WORKERS (DC) 

19 

CAPE JOINT PENSION FUND (DC) 

25 

EC MUNICIPAL PENSION FUND (DC) 

2 

SAMWU NATIONAL PROVIDENT FUND (DC) 

185 

TOTAL 

809 



2009-2010 EXPENDITURE ON PENSION FUNDS (DB) 

NO. OF MEMBERS AS AT 30 JUNE 2010 

SALA PENSION FUND(DB) 

25 

GEPF(DB) 

101 

TOTAL 

126 

GRAND TOTAL OF DC AND DB FUNDS 

935 


2008-09 EXPENDITURE ON MEDICAL AID SCHEMES 

NO. OF MEMBERS AS AT 30 JUNE 2010 

NAME OF SCHEME 


BONITAS 

285 

LA HEALTH 

149 

KEYHEALTH 

53 

SAMWUMED 

139 

HOSMED 

44 

DISCOVERY 

2 

BEST MED 

1 

MEDICOVER 

4 

MEDSHIELD 

8 

FEDHEALTH 

4 

RESOLUTION MED AID 

2 

GEN HEALTH 

3 

SPECTRA MED 

1 

GEMS 

2 

TOTAL 

697 













1.1 Senior officials' wages and benefits: 
Employee costs 


Remuneration of Municipal Manager 

2009/2010 

2008/2009 

Annual remuneration 

884,900.00 

886,798.00 

Performance bonus 

- 

- 

Leave encashment 

- 

- 

Acting allowance 

- 

5,989.00 

Cell phone allowance 

28,164.00 

22,946.00 

Travel allowance 

171,600.00 

181,484.00 

Back pay of remuneration 

40,692.00 

22,189.00 

Contributions to UIF, medical aid and pension fund 

1,497 

9,865.00 

TOTAL 

1,126,853.00 

1,129,271.00 

Remuneration of Chief Finance Officer 

2009/2010 

2008/2009 

Annual remuneration 

546,635.00 

483,423.00 

Performance bonus 

- 

- 

Leave encashment 

- 

- 

Acting allowance 

- 

- 

Cell phone allowance 

28,164.00 

24,932.00 

Travel allowance 

233,472.00 

207,530.00 

Back pay of remuneration 

21,984.00 

22,142.00 

Contributions to UIF, medical aid and pension fund 

131,796.00 

123,228.00 

TOTAL 

962,050.00 

861,255.00 

Remuneration of Director Engineering 

2009/2010 

2008/2009 

Annual remuneration 

536,009.00 

469,269.00 

Performance bonus 

- 

- 

Leave encashment 

9,097.00 

38,663.00 

Acting allowance 

- 

- 

Cell phone allowance 

28,164.00 

25,032.00 

Travel allowance 

233,472.00 

207,530.00 

Back pay of remuneration 

21,984.00 

28,050.00 

Contributions to UIF, medical aid and pension fund 

133,801.00 

131,898.00 

TOTAL 

962,527.00 

900,443 

Remuneration of Director Strategic Management 

2009/2010 

2008/2009 

Annual remuneration 

631,240.00 

408,956.00 

Performance bonus 

- 

- 

Leave encashment 

- 

- 

Acting allowance 

- 

- 

Cell phone allowance 

27,192.00 

14,602.00 

Travel allowance 

171,600.00 

85,800.00 

Back pay of remuneration 

22,250.00 

- 

Contributions to UIF, medical aid and pension fund 

17,823.00 

15,594.00 

TOTAL 

870,105.00 

524,952.00 

Remuneration of Director Corporate Services 

2009/2010 

2008/2009 

Annual remuneration 

584,293.00 

79,111.00 

Cell phone allowance 

28,164.00 

4,172.00 

Travel allowance 

144,000.00 

24,000.00 

Back pay of remuneration 

42,356.00 

- 

Contributions to UIF, medical aid and pension fund 

114,294.00 

15,414.00 

TOTAL 

913,107.00 

122,697.00 


1.4 Implementation of the Performance Management System (PMS) 


Introduction 


For purposes of monitoring and evaluation, Amathole District Municipality adopted a Performance Management 
Framework in 2002. This has since been reviewed in 2008 and 2009 to be in line with the 2006 Regulations and the IDP. This 
document will form part of the IDP submission inclusive of all ADM sector plans. 

The Performance Management Framework 

The PMS framework is a municipal policy document that defines and describes the municipal performance management 
system, including how it operates. The framework constitutes council policy with regards to: 

• The requirements that a PMS for Amathole will need to fulfil; 

• The principles that will inform its development and application; 

• A model that describes what areas of performance will be managed, in Amathole District 
Municipality; 

• What processes will be followed in managing performance; 

• What institutional arrangements are necessary for this; 

• Who will take responsibility for parts of the system; 

• How this links to personnel performance management, especially S57 managers. 

In other words the ADM framework is a documented record of the municipality's performance 
management system as it will be implemented. The PMS is in compliance with relevant policy and 
legislation. 

The Municipal Systems Act (2000) enforces the idea of a local government PMS and requires 
all municipalities to: 

Develop a performance management system; 

Set targets, monitor and review performance based on indicators linked to their IDP; 

Publish an annual report on performance for the councilors, staff, the public and other spheres 
of government; 

Incorporate and report on a set of general indicators prescribed nationally by the minister 
responsible for local government; 

Conduct an internal audit on performance before tabling the report; 

Have their annual performance report audited by the Auditor-General; 

Involve the community in setting indicators and targets and reviewing municipal performance. 

A good performance management model for a municipality in South Africa will align the processes of performance 
management to the IDP processes of the municipality. It will ensure that the IDP is translated into performance 
plans that will be monitored and reviewed. The categories of key performance areas provided by a model should 
relate directly to the identified priority areas of the IDP. 

The Municipal Scorecard Model 

Amathole DM will make use of the Municipal Scorecard Model (as revised in 2006) as its model 
for performance management. The Municipal Scorecard Model is based on two levels of 
scorecards and embodies five key performance areas. The two scorecard levels are: the 
Organizational Scorecard and the Service Delivery and Budget Implementation Plan (SDBIP) 



Scorecard. Performance is measured at each level and according to the 5 Key Performance 
Areas. 

The basis of the municipal scorecard model 
The Municipal Scorecard Model is: 

■ tightly aligned to the strategic planning and IDP processes of the municipality; 

■ directly relevant to the notion of developmental local government; 

■ a balanced view of performance based on municipal inputs, outputs, outcomes and 
process; 

■ a simple portrayal of municipal performance, where inter-relationships can be mapped 
(municipal-wide, sectoral/departmental and unit/programme levels); 

■ compliant with the requirements of the Municipal Systems Act (2002) and its subsequent 
Regulations (2001 and 2006); 

■ based on the 5 key performance areas for local government as determined in the Five Year 
Local Government Strategic Agenda and used in the regulations and Vuna Awards for 
performance excellence. 

The 5 key performance areas for local government are: 

1. Municipal Transformation and Institutional Development; 

2. Local Economic Development; 

3. Service Delivery and Infrastructure Investment; 

4. Municipal Financial Viability and Management; 

5. Good Governance & Community Participation. 

The key characteristics of the Municipol Scorecard Model 

The model has two main features. The first feature is that the model uses the 5 key 
performance areas for local government as areas against which municipal performance must 
be measured and managed. The second one is that in a context of a district municipality, it 
considers performance at three levels whereas in the context of a local municipality it 
considers performance at two levels. These main features of the model are discussed in detail 
below. 



The 5 key performance areas (KPAs) of the model 


The framework for a Municipal Scorecard Model is shown in figure 1 below. 


Figure 1: Structure of the Municipal Scorecard 




Source : Palmer Development Group (2006) 


The Municipal Development Perspective 


In this perspective, the municipality will assess whether the desired development impact in the municipal area is 
being achieved. It incorporates social, environmental and economic development aspects. This perspective will 
constitute the development of priorities for the municipal area and indicators that tell us whether the desired 
development outcomes are being achieved. It is expected that the development priorities and indicators will often 
lie within the shared accountability of the municipality, other spheres of government and civil society. The 
measurement of developmental outcomes in the municipal area will be useful in informing whether policies and 
strategies are attaining the desired development impact. 

The Service Delivery Perspective 

This perspective will assess performance with respect to the delivery of services and products. This relates to the 
output of the municipality or municipalities. 

The Institutional Development Perspective 

This perspective will assess performance with respect to the management of municipal resources: 

• Human resources; 

• Information; 

• Organizational infrastructure; 

• Asset management. 


This relates to the inputs of the municipality or municipalities. 


The Financial Management Perspective 

This perspective will assess performance with respect to financial management and viability, including: 

• Financial viability indicators; 

• Operating income vs. operating expenditure performance; 

• Financing infrastructure investment vs. capital expenditure performance; 

• Financial management performance. 

Governance Process Perspective 

This perspective will assess performance with respect to engagements and relationships with its stakeholders in the 
process of governance. This perspective will include, amongst others: 

• Public participation, including the functionality and impact of ward committees; 

• Functionality and impact of municipal governance structures (council structures including the offices of the 
speaker, and portfolio committees/clusters and executive); 

• Access to information; 

• Intergovernmental relations. 

This relates to the governance processes of the municipality or municipalities. 

The different levels of the scorecard 

There will be two levels of scorecards for Amathole DM as depicted in figure 2 below. 

Figure 2: Two levels of scorecards 



P d ^ ^ 

The Organizaional Scorecard 

The Organizational Scorecardwill provide an account of performance for the district municipality 
towards development in the district. 

It will be a scorecard that will reflect corporate level performance of the district municipality as an 
organisation. 

The development perspective of this scorecard will therefore be about providing a basis for the 
municipality to assess the extent of the impact of its strategies as an organisation. 

In general, the orientation of the organizational scorecard indicators will, whenever possible, be 
corporate output focused for each of the role-players, for example, in the case of ADM as the Water 
Services Authority in the district area an indicator may be about the percentage of poor households 
receiving free basic water in a financial year. 


The Municipal Manager and Heads of Department will use it, after reviewing it, as a basis for 
reporting to the Mayoral committee, council and the public. It is proposed that it be reported to the 
mayoral committee and to council bi-annually and the public annually. 

The targets will be set based on a three year time frame. 

The Municipal Manager is primarily responsible for performance on the Organizational Scorecard. 
As such, the Organizational Scorecard is closely linked and forms the largest component of how the 
Municipal Manager's performance will be appraised. 

The organizational scorecard is attached as Annexure 'C. 

SDBIP Scorecards 

The SDBIP Scorecards will capture the performance of each municipal department. Unlike the 
Organizational Scorecard, which reflects on the strategic priorities of the municipality, a 
service scorecard will provide a comprehensive picture of the performance of that 
department. It will consist of objectives, indicators and targets derived from the service plan 
and service strategies. 

It is crucial to ensure that the SDBIP Scorecards do not duplicate current reporting, but rather 
be integrated as a core component of the municipality's vertical reporting system. It should 
simplify all regular reporting from departments to the municipal manager and portfolio 
committees/clusters. 

SDBIP Scorecards will be comprised of the following components: 

• A development perspective for departmental outcomes, which set out the developmental 
outcomes that the service is to impact on - the development perspective of this scorecard, 
will seek to assess the extent to which the strategies that are driven by the departments are 
contributing towards ensuring that the district municipality makes its expected 
contribution; 

• Service deliverables, which set out the products and services that the department will 
deliver.This perspective will include service delivery targets and performance indicators for 
each quarter; 

• Institutional transformation perspective, which sets out how the department will manage 
and develop its human resources, information and organisational infrastructure; 

• Financial Management Perspective will include: 

0 projections of revenue to be collected by source; 

0 projections of operational and capital expenditure by vote; 

Performance reporting on this section of the scorecard will be in terms of the actual against 
projections; 

• Stakeholder relations, which sets out how the department will improve its relationship with 
its key stakeholders. 

Therefore, in addition to the requirements of the MFMA and the National Treasury 
Guidelines for SDBIPs, the SDBIP Scorecard approach thus provides an additional 
opportunity to set objectives, indicators, and targets for, as well as report against: 



• Service outcomes; 

• Institutional transformation issues; 

• Stakeholder Relations. 

Performance in the form of a SDBIP Scorecard will be reported to the management team and 
relevant portfolio committee/cluster on a quarterly and monthly basis respectively. 

The Heads of Department will be primarily responsible for performance on the SDBIP 
Scorecard. As such, the SDBIP Scorecard is closely linked and forms the largest component of 
how a Head of Department's performance will be appraised. 

Furthermore, the SDBIP Scorecard will be cascaded down too the departments where it will be 
monitored. 

Departments in the municipality are constituted by sections and the head of each section is 
responsible for reporting to the Head of Department, SDBIP Scorecards and performance 
reports must be formulated at departmental meetings constituted at least by the Head of 
Department and section heads. Sectional planning must be informed by the SDBIP Scorecard 
and performance reporting must feed into the SDBIP Scorecard report. Therefore each section 
must have its own implementation plan that contributes to the overall implementation of the 
SDBIP Scorecard. 

The implications of the adoption of the model 

The adoption of the model suggests the need for the municipality to reorganize its systems and 
internal structures in order to make optimal use of the scorecards and the KPAs in all aspects of the 
PMS cycle, which includes performance planning, implementation, performance measurement and 
analysis, performance reviews and reporting. 

Performance Reporting & Reviews 

The diagram below provides a picture of the annual process of reporting and reviews. 















1.6 Annual performance as per key performance indicators in municipal transformation and 
organizational development 



Indicator name 

Total number 
of people 
(planned for) 
during the 
year under 
review 

Achievement 
level during 
the year 
under 

review 

Achievement 
percentage 
during the 
year 

Comments on the gap 

1 

Vacancy rate for all approved and 
budgeted posts; 

1327 

1103 

84% 

Staff turnover has 

contributed to the no. of 
vacancies, however systems 
are in place to fill the vacant 
posts 

2 

Percentage of appointment in strategic 
positions (Municipal Manager and 

Section 57 Managers) 

6 

6 

100% 

None 

3 

Percentage of Section 57 Managers 
including Municipal Managers who 
attended at least 1 skill development 
training course within the FY 

6 

6 

100% 

None 

4 

Percentage of Managers in Technical 
Services with a professional qualification 





5 

Percentage of municipalities that have 
adopted the Performance Management 
System within the district area (DM only) 

7 

7 

100% 

None 

8 

Percentage of staff that have undergone a 
skills audit (including competency 
profiles) within the current 5 year term 





9 

Percentage of councillors who attended a 
skill development training within the 
current 5 year term 





10 

Percentage of staff complement with 
disability 

2/1199 

0.2 

2% 

ADM is to set up its targets 
and time frames 

11 

Percentage of female employees 





12 

Percentage of employees that are 
aged 35 or younger 






1.7. Major challenges and remedial actions in regard to human resource and organizational 
management 

Limitations Towards Achieving Goals 

During the development of the EE plan a number of barriers that may hinder ADM achieving its 
goals were identified as including 


• Labour turnover, 




• Imminent devolution of the Municipal Health Services function, 

• Imminent provincialisation of Primary Health care function, 

• Good practice of placing adverts for General Assistants and Plant Operator positions in the 
areas where the plants are yields no female applicants. The suspicion that these jobs are taken 
as male jobs given the type of work these people are doing (digging trenches). As a result 
Engineering Services continues to increase its male staff. 

Numbers of white applicants are also going down by the day. 

Opportunities/Enables 

Opportunities that were identified include the following: 

• embarking on eliminating the identified barriers, 

• consideration of giving bursaries to women and people with disabilities, 

• in service-training, 

• establishing formal relations with the associations dealing with people with disabilities and 
just discovered that the Office of the Premier has a database for people with disabilities 
and their educational qualifications and experiences, 

• Implementation of the recently developed Talent Retention Strategy, 

• to integrate goals with the performance management system of all heads of department. 

• To ensure that all managers and supervisors participating in ADM selection panels are 
sensitive to EE issues and always discuss it in their selection sessions. 



Chapter 2: Basic Service delivery performance highlights (KPA 2) 

2.1 Water services 

a. Water services delivery strategy and main role-players: 

The Amathole District Municipality (ADM) was declared as a Water Services Authority (WSA) in 
terms of the powers and functions devolved by the Local Government Municipal Structures Act, 
117 of 1998. The ADM became responsible for the planning and provision of water services in its 
area of jurisdiction as from 1^^ July 2003. The function includes the local municipalities of 
Mbhashe, Mnquma, Great Kei, Amahlathi, Ngqushwa, Nkonkobe and Nxuba. Buffalo City 
Municipality is also a WSA and therefore does not form part of ADM WSA jurisdiction. 

In June 2006, ADM completed its Section 78 process and resolved to provide water services 
through an internal mechanism. The supporting role was reserved for other Government 
Parastatal/organ of state; The ADM has since entered into a Bulk Water Services Contract with 
Amatola Water for all Water and wastewater Treatment Works within its area of jurisdiction. 
The ADM WSA population has been estimated to be 961 370 people based on the data from 
Statistics South Africa. 

Levels of Services 

The 2010/2011 IDP highlights that as of June 2010, the following percentages of people had 
access to RDP water services: 

• Water - RDP standard or above is 89.74% (25 litres per person per day within 200m 
walking distance) 

• Sanitation - RDP standard or above is 33.29% (waterborne or VIP toilet) 

As of September 2010, the ADM had improved water services to the extent of: 

• Water - RDP standard or above is 89.95% (25 litres per person per day within 200m 
walking distance) 

• Sanitation - RDP standard or above is 33.32% (waterborne or VIP toilet) 

Providing a higher level of service to the resident within ADM is a huge challenge especially 
within peri-urban and rural areas due to the huge backlogs still to be eradicated and the 
increase in the water demand these higher level of services will result in. Residents want to 
move from access to communal stand tap water supply to individual erf or yard connection and 
from a VIP to smallborne system to waterborne sewage system. This same challenge applies 



where communities want to extend the water supply infrastructure into their area by 
connecting into nearby reticulation. 

Climate Change and Drought Situation 

Climate change is a global concern caused by emissions of greenhouse gases into the 
atmosphere. South Africa is one of the greatest per capita emitters of greenhouse gases. 
Emissions are accounted for at the national level but the effects of climate change may be 
apparent at local levels, such as changes in local patterns of temperature and rainfall. The ADM 
was declared a drought stricken area in July 2009 with Nxuba Local Municipality being the one 
worse affected. The Eastern Cape includes two of South Africa's Water Management Areas 
(WMA), namely the Fish to Tsitsikamma WMA and the Mzimvubu to Keiskamma WMA in which 
Amathole District Municipality falls into. There are three main rivers in the Mzimvubu to 
Keiskamma WMA, and the area is largely used for livestock farming and subsistence agriculture 
with commercial timber grown in the higher rainfall zones. The water of the Fish River has a 
naturally high salinity. Water quality is an important issue in the ADM, and issues such as 
eutrophication of water resources, non-compliance of sewage works and pollution into surface 
and groundwater are important and dealt with. 

Due to the change in weather patterns and regular appearances of the El Nino phenomenon, 
certain areas in the District are experiencing regular periods of below-normal rainfall conditions 
and even serious drought conditions - in this regard special planning initiatives are required and 
alternative water resources need to be explored. In Nxuba [Bedford & Adelaide] ADM has 
started with a groundwater exploration study via funding obtained from the Department of 
Water Affairs. 

Prevailing drought conditions in Amathole District Municipality have cost the Municipality in 
excess of thirty five million rand (R35 000 000) over the period 2008 - 2010. The costs incurred 
are primarily made up from carting water to the drought affected areas. Carting water to 
drought stricken area is an unsustainable way of providing water as it is expensive and there is 
very little to show for the expenditure at the end of the period. As there is no end in sight for 
the current drought conditions and it is likely that in the future there will be more frequent 
periods of drought caused by climate change, it is deemed wise for the ADM to invest in more 
sustainable and permanent drought intervention measures. This would not only improve 
water supply security during the current drought conditions but would also help to mitigate 
the risk of droughts in the future. 

Drought intervention measures will be carried out in the following order: 

> Ongoing publicity campaigns about the drought and conserving water 


> Undertake ground water investigations in each affected area 



> If ground water investigation is successful, equip boreholes 

> If ground water investigation is not successful or only partially successful, supplement 
with desalination in coastal areas. 

> In inland areas, where ground water is not an option, other surface water supplies should 
be investigated 

> Water reuse should be considered as an immediate quick-win solution in all drought 
affected areas with Waste Water Treatment Works [WWTWs] - it is further proposed that 
ultimately water reuse becomes part of ADM's best practice at all WWTWs throughout 
the entire district as a means to reduce water usage and long term water conservation 
approach 

> Water conservation and demand management [WCDM] initiatives should be implemented 
in all areas. This is to include ensuring all consumers are metered and zone meters have 
been installed in billing areas. Special effort should be made to minimize high pressures 
where it occurs in water systems to reduce water losses through leaks. Leak detection 
must be practised and refurbishment of old/dilapidated water pipes and installations be 
prioritized to cut water losses - this would require that an aggressive preventative 
maintenance programme and planning/budgeting be launched via better utilization of 
ADM's WCDM programmes and WMIS [Water Management Information System] 
hardware/software like EDAMS. 

A comparison of total water required with the total water available for use provides a picture of 
the current or potential stress placed on water resources in the Eastern Cape. All areas, except 
the Kraai sub-WMA, have more water available than is currently required. This makes the Fish to 
Tsitsikamma and Mzimvubu to Keiskamma WMAs two of the eight WMAs in South Africa 
without a water deficit. 






Raw Water Situation and Cross Boundary Issues 

The urban areas of the ADM WSA function are generally in need of upgrading in terms of 
capacity of bulk infrastructure, refurbishment of dilapidated infrastructure and access to raw 
water supply as well as unreliable groundwater resources. This need is growing rapidly as the 
continued process of urbanization, coastal developments and pressure is placed on local 
municipalities to provide housing and basic services. An example of a project being investigated 
to try and address this need of sustainable water supply is the Great Kei River Basin Scheme 
(currently completed the technical & preliminary design stage) where water would be 
abstracted from the under-utilised Wriggleswade Dam, purified at Kei Road WTW and supplied 
to the Komga Town, Mooiplaas, Kwelera and to East Coast Resorts. 

Despite urbanization and the rural development that is taking place recently, an approximately 
80% of the ADM water services backlog is located in the rural areas, especially in the local 
municipalities of Mnquma and Mbhashe. The ADM, OR Tambo DM and Chris Hani DM are jointly 
planning and implementing water service delivery to communities that share a boundary 
between the municipalities i.e. IntsikaYethu LM (CHDM) and Amahlathi LM (ADM) and (or) 
(Mbhashe -KingDalindyeboSabata next to Elliotdale, Xhora Regional Water Supply Scheme) 
through a Memorandum of Agreement that will be signed between the two District 
Municipalities. 

Operation and Maintenance 

The situation within the ADM in the field of operation and maintenance of water services 
infrastructure reflects that of the rest of the province in that it requires urgent attention. Much 
of the infrastructure that has been taken over by the ADM has reached its useful life and is in a 



dilapidated condition. Steel pipes that were installed over 50 years ago have become badly 
corroded and old asbestos water and sewer networks burst continuously. Owing to limited 
financial resources and the need to address backlogs, refurbishment and asset replacement 
needs to be carefully planned and implemented in order to maximise the use of limited 
resources. In this regard the ADM has embarked on an asset verification project as well as a 
''Master Planning" initiative which will seek to inform the refurbishment and asset replacement 
programme. Due to the extent of the Water and Sanitation assets, the lack of "As built" plans 
and limited funding, this process is likely to take a number of years. Actual refurbishment 
implementation will depend on financial resources, but will be prioritized according to a risk and 
benefit analysis. 

Other major requirements with respect to refurbishment include insuring that staff has 
adequate, safe and comfortable accommodation. This includes office accommodation in the 
major centres as well as "residential" accommodation at Water and Waste Water Purification 
Plants, which are often located in remote areas. A further requirement is refurbish/upgrade 
access roads to key water and sanitation infrastructure. Maintenance of infrastructure 
becomes very difficult if it cannot be accessed and can result in extended service 
interruptions. 

Another challenge that is facing the ADM is the high percentage of non-revenue water and a 
high percentage of unaccounted for water. In order to ensure a sustainable water and 
sanitation service the ADM needs to embrace a Water Conservation and Demand Management 
Strategy. Water Conservation and Demand Management Initiatives have begun in two local 
municipal areas, but these and other water conservation initiatives need to be rolled out 
throughout the district. Of particular concern is the high loss of water in low income housing 
areas. In this regard the ADM needs to develop a sustainable and implementable policy on how 
to deal with leaks on "low income" consumers properties. 

The ADM will be piloting the use of an "intelligent" water metering device that could help to 
control consumption as well as enable the consumers to monitor and manage their own 
consumption. These units could also be further upgraded to allow for "remote payment" 
methods to be used. 

The Department of Water Affairs [DWA], are taking their role as regulator more seriously and a 
number of issues have been highlighted through their monitoring programmes. These relate 
primarily to the quality of treated water and waste water and the need to have qualified 
operators at water and waste water treatment works, but also include the need to carry out 
safety inspections on dams by approved professional engineers. 

In order for the Operations and Maintenance Division to adequately fulfil its role to provide 
sustainable water and sanitation services, the division needs to be adequately resourced. This 



includes the skills development of staff as well as ensuring that they are adequately equipped 
with the necessary vehicles, tools, workshop facilities and materials stores. 

The Operations and Maintenance Division has recently employed a number of artisan 
millwrights, electricians and fitters and turners and is now attending to electrical / mechanical 
break downs itself instead of full reliance on external service providers. The use of the ADM's 
Water Management Information System is being expanded to keep track of all maintenance 
activities and to keep a record of time and resources spent on affecting the repairs. Currently 
the Water Management Information System has mainly been used for capturing details of all 
water assets with the view to use the system as the primary asset management tool. By 
logging maintenance activities on the system, one can keep the assets register up to date. 

The Operations and Maintenance Division intends to investigate improving the monitoring 
and management of key installations through the use of Telemetry or GPRS technology. If 
successful this could be rolled out to other installations. 

Furthermore the ADM needs to look at improving the efficiency of services to certain areas, 
where for example current modes of service delivery are no longer efficient due to the increase 
in services required through increased development. Development and the expansion of 
services also requires the ADM to look more closely at the issue of water resource development. 

Other issues affecting the quality of service delivery is the quality and state of water and 
sanitation services infrastructure handed over to the ADM from Local Municipalities and the 
Provincial Housing Department - especially Water Treatment Works [WTWs] and Wastewater 
Treatment Works [WWTWs] which generally are in dire need of repairs. Poor workmanship and 
inferior quality materials are sometimes used on low cost housing developments and is making 
it challenging for the Operations and Maintenance Division to provide a sustainable service due 
to failing water and sanitation services infrastructure particularly in low income housing 
developments. 

The severe drought conditions that have prevailed across in some parts of the District over the 
past three years have also placed a heavy burden on the ADM's recourses. Although the ADM, 
along with a number of other municipalities in the province, was declared a 'Drought Disaster 
Area' in July 2009, limited support has been forthcoming from National Treasury and the ADM 
has had to carry the full financial burden of providing alternative emergency water supply 
solutions to the affected areas. The drought situation will continue to place a strain on the 
ADM's financial resources until the weather patterns return to normal or National Treasury 
provides financial assistance. The drought conditions have also highlighted the need to fast 
track plans for further water resource development. 



A comprehensive "Drought Disaster Business Plan" has been developed to roll out more 
sustainable drought intervention strategies. An amount of R 78 million has been set aside to 
improve and develop water conservation and demand management initiatives, remove silt 
from dams, investigate further development of ground water resources, investigate and 
implement water reuse and investigate and implement desalination where applicable. These 
initiatives will all be well supported by continued media awareness campaigns. 

The ADM has entered into a contract with the Amatola Water Board to operate most of ADM's 
Water and Waste Water Treatment works until June 2011. This is in order to allow the ADM's 
Operations and Maintenance Division to develop and build sufficient capacity to carry out this 
function when the contract expires. This contract is currently under revue and will likely be 
extended. 

Free Basic Services 

Affordability levels in the ADM are low, due to increased levels of poverty within ADM. An 
estimated 68.5% of households were classified as people living under the poverty line in 2004, 
against 52.6% in 1996 (Source: Global Insight 2005). The implication of this is that the majority 
of schemes will require subsidization through the equitable share from national government to 
remain sustainable and future prospects for cross subsidization are limited unless the economic 
pattern improves. ADM has completed the process of registering all indigents within ADM on a 
database but this remains a a challenge because according to the register half of the indigents 
identified are not registered as compared to ADM RDP schemes. On 1^^ July 2006 ADM 
embarked on the rollout of free basic water to all its residents. 

Eradicating Service Level Backlogs 

The ADM's ability to eliminate the current water services backlogs are largely dependent on 
grant funding from national government (especially MIG and Bulk Infrastructure Grant (BIG). 
The ADM has adopted the universal targets [MDGs] of 2014 to eradicate the water and 
sanitation backlogs respectively. A study was undertaken to investigate the possibility of 
addressing the backlog by fast-tracking the infrastructure development, and it is now complete. 
The recommendation of the study was for ADM to procure the services of a Donor Manager 
who has been since appointed. Current funding trends have however dictated that achievable 
targets also be set. The following service levels are likely to be achieved by universal target 
dates if prevailing funding trends continue: 

• Population with access to RDP levels of water: 98.50% 

• Population with access to RDP levels of sanitation: 65 - 67% 

A recommendation of implementing a lesser level of service as an interim measure has already 
begun in the areas of Mbhashe and Mnquma Local Municipalities but there is also a funding 



shortfall challenge in order to achieve this target. ADM has also established the Accelerated 
Sanitation Program (ASAP) which is earmarked to fast-track sanitation service delivery to ADM's 
rural areas. 

c. Annual performance as per key performance indicators in water services 



Indicator name 

Total number of 
household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target set 
for the FY 

under 

review 

(actual 

numbers) 

Number of 
HH/customer 
reached 
during the FY 

Percentage 

of 

achievement 
during the 
year 

1 

Percentage of 
households with 

access to 
potable water 

26 111 

130 

554(no. of 
people) 

50 

962(no. of 
people) 

42 425(no. of 
people) 

4.35% 

2 

Percentage of 
indigent 

households with 

access to free 
basic potable 
water 






4 

Percentage of 
clinics with 

access to 
potable water 

DWA project was 
completed in 2008/9 

0 

0 

0 

0 

5 

Percentage of 
schools with 

access to 
potable water 

DWA project 
focusing on formal 
schools69 

69 

69 

69 

100% 

6 

Percentage of 
households 
using buckets 

Bucket eradication 
completed, however 
the challenge is the 
provision of bulk 
infrastructure 

n/a 

n/a 

n/a 

n/a 


2.2 Electricity services 

Amathole District Municipality is responsible for the electricity functionin terms of the 
devolution of powers and functions, however it does not perform the function. Amathole 
District Municipality only plays a facilitation and coordination role in general and the Local 
Municipalities on revenue generation have agreements with ESKOM on the matter. However, 
ADM also requires ESKOM connections to its new water installations and in this regard a task 




team has been established between ADM and ESKOM wherein ADM is represented by the 
Deputy Director of Water Services Planning. 


The coordination is evident through the IDP structures and forums wherein ESKOM is invited 
and the plans of the Local Municipalities and the District are presented. Further ESKOM is also 
encouraged to align their electrification program with the Municipal Plans. 

Level and standards in electricity services 

Some of the deep rural schemes is far from the ESKOM grid and development in those areas are 
hampered by non-availability of electricity - this requires special attention whereby ESKOM be 
encourage to expedite its power supply into those areas or new innovations like renewable 
energy [solar and/or wind power generation]. 

c. Annual performance as per key performance indicators in Electricity services 


Indicator 

name 

Total number of 
household/customer 
expected to benefit 

Estimated backlogs 
(actual numbers) 

Target set for the f. 
year under review 
(actual numbers) 

Number of 
HH/customer 
reached 
during the FY 

Percentage of 
achievement 
during the year 

The function is performed by Local Municipalities and ESKOM. 


d. Major challenges in electricity services and remedial actions 

Not applicable as the District Municipality does not perform the function. 




2.3 Sanitation 


The Amathole District Municipality (ADM), as the Water Services Authority (WSA) in its area of 
jurisdiction is facing enormous challenges in meeting the target of providing adequate sanitation 
to all households by 2014. Most of the outstanding backlogs in its area of jurisdiction is the rural 
sanitation which is mostly relies on dry on-site sanitation. 

The main challenges are as follows; 

• To provide the physical infrastructure; 

• To ensure the long term sustainability of the infrastructure provided 

• Sanitation Backlog for Amathole District Municipality is 178 613 households as of end 
June 2010 

• Repaired funding to eradicate backlog is on amount ofRl 056 million as per MIG 

Registration submitted 

The District Municipality's Accelerated Sanitation Program (ASAP) and Department of Human 
Settlement's Breaking New Ground (BNG) program have assisted in the service delivery of 
sanitation service. Almost 10 364 people within Amathole District Municipality have been 
provided with new sanitation facilities. The Municipality also visited villages that were provided 
with urine diversion system some 4-5 years ago and the findings were that if these systems are 
used as per the instruction/guide manual provided they turned out to be more sustainable but 
there are concerns with regard to pit emptying by household owners. There is also a need to 
continuously monitor the health and hygiene practises by communities so that they continue to 
follow the guide whilst using these sanitation facilities to ensure safe environment, prevention 
of waterborne diseases and sustainability of these facilities. 



b. Level and standards in sanitation services 


c. Annual performance as per key performance indicators in sanitation services 



Indicator name 

Total number of 

household/customer 
expected to benefit 

Estimated 

backlogs 

(actual 

numbers) 

Target set 

for the f. 

year under 

review 

Number of 

HH/customer 

reached 

Percentage of 

achievement 

during the year 

1 

Percentage of 

households with 

access to sanitation 

services 

178 613 

714 453 (no. 
of people) 

50 477(no. 
of people) 

10 364(no. 
of people) 

1.06% 

2 

Percentage of indigent 

households with 

access to free basic 

sanitation services 






4 

Percentage of clinics 

with access to 

sanitation services 

DWAF program 

& excludes mud 

structures:- 

**Completed in 
2008/9 

0 

0 

0 

0% 

5 

Percentage of 

schools with access 

to sanitation 

services 

DWAF program 

& excludes mud 

structures:- **69 

69 

69 

69 

100% 


d. Major challenges in sanitation services and remedial actions 
The main challenges are as follows; 

• To provide the physical Infrastructure; 

• To ensure the long term sustainability of the infrastructure provided 

• Sanitation Backlog for Amathole District Municipality Is 178 613 households as of end 
June 2010 

• Regulred funding to eradicate backlog is on amount of R1 056 million as per MIG 

Registration submitted 

• Delays on the appointment of material supplier which were finalised at the end of 2009- 
10 financial year. 




2. Road maintenance 


Road maintenance services delivery strategy and main role-players 

The function for Road maintenance in Amathole District Municipality is divided amongst Local 
Municipalities and the provincial department. Local Municipal Roads are maintained by Local 
Municipalities and the provincial roads are maintained by the provincial department. 

The ADM, through its Municipal Support Unit (MSU), is providing supporting to its local 
municipalities in areas where they need assistance. One of the areas where municipalities will 
be assisted on is road maintenance. The municipalities are constructing new roads each and 
every year through their MIG funding for their communities, but this service can be seen as a 
waste of money because these roads deteriorate after sometime due to lack of maintenance. In 
order for access roads to remain in good state they need to be maintained periodically, failure 
to do that will result in roads gradually deteriorating until they have completely vanished. 

The Municipal Support Unit approached the department of Roads and Public Works to request 
assistance in terms of supporting the local municipalities with road maintenance. ADM together 
with Local Municipalities and the Department of Roads and Public Works are working on a 
tripartite pilot agreement between the three (3) parties: Amathole DM, Mnquma and Mbhashe 
Local Municipalities and Department of Roads and Public Works. Currently the pilot project is 
still at the infant stage (development of Service Level Agreement/tripartite agreement) 

2.5 Waste management 

Municipal Structures Act (Act 117 of 1998), Section 84 of the Municipal Structures Act deals with 
the division of powers and functions between District and Local municipalities. Solid Waste 
disposal sites in so far as it relates to: 

> the determination of a waste disposal strategy for the district as a whole 

> the regulation of waste disposal strategy for the district as a whole 

> the regulation of waste disposal strategy for the district as whole 

The establishment, operation and control of waste disposal sites, bulk waste transfer facilities 
and waste disposal facilities and waste disposal facilities for more than one local municipality in 
the district. 

In relation to the Local Municipality: 

• the determination of a waste disposal strategy for the local municipality only 

• the regulation of local waste disposal for the municipality only 

• the collection and removal of waste, disposal site. Bulk transfer facility and District disposal 
site 

• The establishment, operation and control of waste disposal sites, bulk waste transfer 
facilities and waste disposal facilities for the LM only. 



2.6 Housing / Human Settlements and town planning 

Amathole District Municipality plays a role with regard to housing development or sustainable 
human settlements development in our area, as outlined in the ADM Housing Strategy, 
(REVIEWED 2008/9) (IDP Sector Plan), 

Further, Amathole District Municipality made a clear commitment in the provision of sustainable 
human settlements through housing development in line with applicable legislative and policy 
provisions. 

The Constitution of the Republic of South Africa, Act 108 of 1996 as amended defines the 
housing function as a concurrent competency of both National and Provincial spheres of 
Government. This has since been debated and concluded in Cabinet in 2008 and is in the 
process of reviewal, whereby the function is expected to be devolved down to local sphere of 
Government. 

Further outline of the ADM role in the Housing development is as enshrined in various legislative 
and policy framework as outlined hereunder : 


These detailed are the following relevant laws and policies applicable to the housing service 
delivery arena: 


The Constitution, Act No. 108 of 

1996 

The National Housing Department, provincial departments and 
municipalities derive their mandates in relation to housing service 
delivery mainly from the Constitution of the Republic of South Africa 
Act (Act 108 of 1996). 

In terms of section 26 of the Constitution everyone has the right to 
have access to adequate housing (Section 26(1)). The state must take 
reasonable legislative and other measures, within its available 
resources, to achieve the progressive realisation of this right (Section 
26(2)). The legislation that the Department of Housing has 
promulgated and implemented through provincial administrations and 
municipalities falls squarely within this Constitutional imperative. 

The Housing Act, 1997 (Act No. 
107 of 1997) 

Through its legislation, existing and future, and the Housing Code, the 
Department of Housing is carrying out its legislative imperative as set 
out in the Housing Act, 1997. Section 2 of the Housing Act, 1997 (Act 
No. 107 of 1997) compels all three spheres of government to give 
priority to the needs of the poor in respect of housing development 




(section 2(l)(a)). In addition all 3 spheres of government must ensure 
that housing development: 

(i) provides as wide a choice of housing and tenure options as is 
reasonably possible; 

(ii) is economically, fiscally, socially and financially affordable and 
sustainable; 

(iii) is based on integrated development planning; and 

(iv) is administered in a transparent, accountable and equitable 
manner, and upholds the practice of good governance (Section 2(l)(c)). 

Prevention of Illegal Eviction from 
and Unlawful Occupation of Land 
Act (1998) 

The prevention of Illegal Eviction from and Unlawful Occupation of Land 
Act was promulgated in 1998. The Act repeals the Prevention of Illegal 
Squatting Act No. 52 of 1951 and makes provision for a fair and 
equitable process to be followed when evicting people who have 
unlawfully invaded land, from their homes. The Act also makes it an 
offence to evict legally without due process of law. 

The Housing Consumers 

Protection Measures Act of 1998 

The Act provides for the establishment of a statutory regulating body 
for home builders. The National Home Builders Registration Council will 
register every builder and regulate the home building industry by 
formulating and enforcing a code of conduct. The implementation of 
the Act is monitored continuously. 

The Rental Housing Act of 1999 

This Act repeals the Rent Control Act of 1976 and defines Government's 
responsibility for rental housing property. It creates mechanisms to 
promote the provision of rental housing and the proper functioning of 
the rental housing market. To facilitate sound relations between 
tenants and landlords, it lays down general requirements for leases and 
principles for conflict resolution in the rental housing sector. It also 
makes provision for the establishment of Rental Housing Tribunals and 
defines the functions, powers and duties of such Tribunals. Provincial 
housing departments are establishing Rental Housing Tribunals. 



Home Loan and Mortgage 

Disclosure Act of 2000 

The Act provides for the establishment of the Office of Disclosure and 
the monitoring of financial institutions serving the housing credit needs 
of communities. It requires financial institutions to disclose information 
and identifies discriminatory lending patterns. The Act will come into 
operation during 2003. 

Act 26 of 2002: Disestablishment 

of South African Trust Limited 

Act, 2002. 

The winding down of the South African Housing Trust and the transfer 
of the functions relating to financial obligations were completed during 
the end of 2002 and the beginning of 2003 in terms of the of Act 26 of 
2002: Disestablishment of South African Trust Limited Act, 2002. 

National Environmental 

Management Act 1998 (Act no. 
107 of 1998) 

To provide for a co-operative environmental governance by establishing 
principles for decision-making on matter affecting the environment, 
institutions that will promote co-operative governance and procedures 
for co-ordinating environmental functions exercised by organs of state. 

Growth Employment and 

Redistribution Programme 

(GEAR) 

It is a macro-economic strategy published by the Minister of Finance in 
June 1996, to strengthen economic growth until the year 2000, along 
with a broadening of employment, and the redistribution of economic 
opportunities 

National Spatial Development 
Perspective 

The National Spatial Development Perspective (NSDP) is aimed at 
assisting government at all levels with: 

Where should government direct its investment and development 
initiatives to ensure it is sustainable and achieve maximum impact?; 

What kinds of spatial forms and arrangements are more conducive to 
the achievement of our objectives of democratic nation building and 
social and economic inclusion?; and 

How can government as a whole: 




Capitalise on complementarities and facilitate consistent decision 
making? And 

Move beyond mere focussing on integration and co-ordination 
procedures to establishing processes and mechanisms that would bring 
about strategic co-ordination, interaction and alignment? 

Provincial Growth and 

Development Plan 

The following Programme Objectives have been set: 

Systematic elimination of the housing backlog in the Province; 

Monitoring and evaluation of delivery of quality housing products; 

Facilitation of housing development and management capacity in 
Municipalities; 

Coordination of housing asset management; 

Job creation and skills development; 

Strengthening of the Provincial economy (i.e. reduction of poverty). 

The following Key Performance Areas have been identified: 

Administration of the housing subsidy; 

Tenure security and provision of serviced sites; 

Delivery of rural and urban houses; 

Quality control of construction, building materials and services; and 

Provision of technical, financial and business training to potential SME 
housing contractors and suppliers. 

The following High Level Objectives have been set: 

Elimination of the rural and urban housing backlog; 

Securing of land tenure for prospective house owners; 




Provision of serviced sites through the LRP; 

Delivery of quality housing units; 

Supply of quality building materials; 

Delivery of quality services; 

Facilitation of housing development and management capacity in 
Municipalities; 

Provision of technical, financial and business training to potential 
housing contractors; 

Provision of technical training to potential SMMEs who wish to supply 
materials to the Programme; 

Provision of financial training to potential SMMEs who wish to supply 
materials to the Programme 

Provincial Spatial Development 

Plan 

The Provincial Spatial Development Plan (PSDP) forms part of the 
Provincial Growth and Development Plan - providing the spatial 
framework for future development within the Eastern Cape. 

In terms of the PSDP, both East London and Port Elizabeth are 
recognized as major growth nodes and certain related growth corridors 
have been identified. The growth corridors linking East London to King 
William's Town, Queenstown and Butterworth are of particular 
importance for the ADM. These are to be strengthened with a view of 
developing industrial and commercial development opportunities. 
Furthermore, East London has been identified as playing an important 
service role for the Wild Coast Spatial Development Initiative (SDI) and 
other tourism development initiatives along the Sunshine Coast 
towards Port Elizabeth as well as the inland mountain region. 

The PSDP also recommends a strategic investment policy approach 
aimed at guiding decision-makers as to strategic investment areas and 
types of preferred investments. 


Provincial Housing Development 

Plan 

The Provincial Housing Development Plan (July 2006 - status unclear) 
identifies the following strategic challenges in relation to housing 
delivery within the Province: 

Effective partnerships; 

Development of emerging contractors; 

Development of a programme to encourage established 
developers/contractors back into low-income housing delivery 

programmes; 

Innovative approaches to developing more units; 

Community consultation and participation; 

Building community, municipal and housing expertise capacity; 

Continuing to work with communities to build their social and economic 
infrastructure to remain an important organisational focus; 

Capacity building of municipalities to perform the housing delivery 
function; 

Developing housing expertise through partnerships with inter alia 
higher learning institutions, Expanded Public Works Programme and the 
Department of Labour; 

Effective communication to build and sustain healthy, active and 
inclusive communities; 

Effective use of public resources. 

The Housing Programme for the coming 5 years must have a strong 
developmental focus and aggressive delivery approach. 

Strategic Framework for 

Development of Sustainable 

Human Settlements in the 

The following programmes of delivery have been prioritized for the 
MTEF period and each will require its own detailed implementation 
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plan to be developed and mobilized: 


• Blocked projects; 

• Emergency housing; 

• Breaking New Ground; 

• Rectification; 

• Rural Housing; 

• Enhanced Extended Discount Benefit Scheme; 

• Social Housing and Low Middle Income Housing; and 

• Farm worker Support Programme. 

Amathole District Municipality 

IDP 

The current housing related objectives determined by the ADM are as 

follow: 


Implementation of identified Housing Strategy projects (Indicator: 
Percentage progress as per the Implementation Plan of the Housing 
Strategy that aims to create sustainable and viable settlement); 


Therefore the role and responsibility assigned to Amathole District Municipality is not defined 
between any tier of local government in the legislative and policy environment except for 
assignment of such responsibility to local government. 

Based on the above legislative environmental analysis, Amathole District Municipality with its 
eight Local Municipality agreed thin that it assumes the direct responsibility of addressing the 
housing needs of its inhabitants in the manner outlined hereunder. 

This approach is as detailed in its revised Housing Strategy, 2007/8 (IDP Sector Plan). The outline 
of such a role identified through a clear participatory process, endorsed by all spheres of 
Government is as detailed hereunder: 


ROLE 

FUNCTION 

Guide 

Development of Municipal Housing Sector Plans 

Help set up appropriate designed municipal housing institutional 
arrangements 

Support 

The planning and implementation of subsidy projects (Land, house 
designs, and quality, town planning layout, etc.) towards 
integrated settlements 

Help in monitoring housing projects 

Development and implementation of housing capacity 
development programmes 



Coordinate 

Funding for housing related bulk infrastructure and social 

infrastructure 


Participation of housing institutions and other relevant support 
agencies in local municipalities 


Formulation and review of housing policy and legislation 


Implementation, monitoring and evaluation of local municipality 
housing sector plans 


Documentation and sharing of lessons learnt 

Advocate 

Provincially, nationally and internationally for local municipalities 

Implement 

Where there is need (determined by both local and district 
municipalities) the ADM will directly implement subsidy protects in 
a manner that capacitates the local municipality concerned so as 
to perform this function in the near future 


In doing so Amathole District Municipality has not lost sight of its role as a District Municipality 
to give a supportive role to Local Municipalities in terms of Section 83 (3) of the Municipal 
Structure Act, Act 117 of 1998. 

Therefore the clear role of Amathole District Municipality is as outlined in the Revised Housing 
Strategy. 

This Plan therefore clearly mentions that a key development issue identified during the IDP 
processes is also ''housing development", which was listed as one of the most important issues 
for the District Municipality to address. Thus in 2005, the ADM Housing Development Strategy 
was conceived and adopted in June that year. The Plan has been reviewed each subsequent 
year. The Housing Development Strategy is a chapter of the Municipalities Integrated 
Development plan (IDP), in line with the legislative compliances. 

As mentioned above the Plan on human settlements serves as a guiding framework for: 

^ the strategic engagement of the ADM in housing development including its role in 
supporting the 8 Category B municipalities within its area of jurisdiction 



^ Doing an analysis of housing challenges and the definition of ADM's housing demand; 

^ Identifying appropriate housing programmes to meet its demand; and 
Negotiating the location of housing 

❖ POLICY AND LEGISLATIVE FRAMEWORK 

• Policy matter 

In her Budget speech for the 2008/09 financial year the Minister of Housing identified key 
strategic areas to be focussed on during the current financial year. These strategic areas are 
reflected in the table here below and are also incorporated in the ADM's Housing Strategic 
Review. 

The Policy shift was considered in the development of sustainable human settlements for the 
next five years. It also contains few fundamental, radical policy shifts and outlines challenges in 
Housing. Thus a shift from housing to development of human settlements with all facets 
including Housing, Local Amenities, Business, Local Economic development etc was made in the 
plan. The Plan therefore focuses on improving the quality of living environments, new tenure 
options, integration, fast-tracking delivery, capacity building and anti-corruption measures. 

The Policy clearly states that Municipalities will take on more responsibility for housing 
development. This intervention approach will be strategically dealt with in the review process of 
the ADM Housing Strategy. However, strategic interventions at National and Provincial are in 
place to deal with this challenge. 

However, these changes impact on an incremental basis during the review process of the 
Amathole District Municipality Housing Strategy, and are able to find their way in the Strategic 
document. Therefore ADM Housing Strategy had taken shape to such new policy shifts. 

The ADM has translated this new policy directive into reality at the Elliotdale Rural Sustainable 
Human Settlement Pilot Project in the Mbashe Local Municipality area. In this area, 600 to 7000 
beneficiaries are expected to receive housing, in line with the above stated policy intent. 

Below hereunder is a synopsis detail in relation to the overall new policy direction of 
government as well as associated programmes and delivery vehicles. 



1. FUNDAMENTAL PRINCIPLES FOR HOUSING POLICY DEVELOPMENT AND IMPLEMENTATION 

2. AN OVERVIEW OF THE COMPREHENSIVE PLAN FOR THE DEVELOPMENT OF SUSTAINABLE 
HUMAN SETTLEMENTS 

3. COMPARISON BETWEEN THE NATIONAL HOUSING DEPARTMENTS STRATEGIC THRUSTS, 
NINE NATIONAL STRATEGIES AND ADM HOUSING STRATEGY 

4. REVISED TECHNICAL NORMS AND STANDARDS FOR THE CONSTRUCTION OF STAND ALONE 
RESIDENTIAL DWELLINGS FINANCED THROUGH NATIONAL HOUSING PROGRAMMES 

5. ADJUSTMENT OF THE HOUSING SUBSIDY QUANTUM AND THE INTRODUCTION OF THE 
NEW 40 SQUARE METRE QUALITY HOUSE 

6. POLICY PROGRAMMES 

The following policy programmes have also been analysed in line with the Municipal role as 
outlined above. This include their impact thereon : 

INTEGRATED RESIDENTIAL DEVELOPMENT PROGRAMME 

The Integrated Residential Development Programme provides for a phased approach to provide 
for Land acquisition; Township planning and municipal engineering services design; Provision of 
municipal engineering services to all the stands where no alternative funds are available; 
Township establishment; The sale of stands not required for subsidise housing created in the 
township; and the construction of houses by registered contractors for housing subsidy 
beneficiaries who chose contractor built houses. This can be achieved through a variety of 
contracting options. 

The Integrated Residential Development Programme may be utilised where: 

• A project that is undertaken in an area where unoccupied vacant land is developed for 
an integrated Human Settlement; or 

• An integrated Human Settlement project is undertaken in an existing township where an 
undeveloped parcel of land is utilised for development purposes. 


Beneficiaries will be required to make a financial contribution where his or her income exceeds 
R1 500 per month, such contribution amounts being determined by MINMEC annually. This 
approach also affects the inhabitants of the District. 

PEOPLE'S HOUSING PROCESS (PHP) DELIVERY MECHANISM/ COMMUNITY DRIVEN HOUSING 
INITIATIVES (CoDHI) POLICY FRAMEWORK 

In terms of this policy instrument, beneficiary households build, or organise between 
themselves, the building of their own homes, make a 'sweat equity' contribution through their 
labour and exercise a greater choice in the application of their housing subsidy through their 
direct involvement in the entire process.^ 

Only bona fide PHP projects will be approved and full compliance must be ensured with all 
prescripts of the Housing Code. 

In terms of the strategies listed in Breaking New Ground, a new plan for the implementation of 
the PHP, i.e. Redirecting of the Peopie's Housing Process, through the following interventions 
has been put in place: Therefore planned projects as identified will be following the said policy 
route. 


0 UPGRADING OF INFORMAL SETTLEMENTS 

This policy instrument is used to facilitate the structures in situ upgrading of informal 
settlements as opposed to relocation to achieve the following policy objectives: 

• Tenure security; 

• Health and Security; and 

• Empowerment. 

0 INCREMENTAL INTERVENTIONS: EMERGENCY HOUSING PROGRAMME 


The main objective of this Programme is to provide temporary assistance in the form of secure 
access to land and/or basic municipal engineering services and/or shelter in a wide range of 






emergency situations of exceptional housing need through the allocation of grants to 
municipalities, aimed at achieving the policy objectives of expediting action in order to relieve 
the plight of persons in emergency situations; provide for special arrangements in terms of 
which the Housing Programme will address the diversity of needs of households in emergency 
housing situations; maximise the effect of projects through this programme to ensure that funds 
are effectively expended and the services provided could be converted for permanent 
residential development use. 


7. THE ROLES AND RESPONSIBILITIES OF THE THREE SPHERES OF GOVERNMENT IN HOUSING 
DEVELOPMENT 


The Table here below summarizes the roles and responsibilities of the various spheres of 
government in relation to housing delivery: 


National 


Provincial 


Municipalities 


To establish and facilitate a 
sustainable national housing 
development process (Sect. 
3(1)) 

• National housing policy 

• Goals - setting broad 

national housing 

delivery goals; 

facilitating setting of 
provincial housing 
delivery goals; where 
appropriate, facilitating 
setting of municipal 
housing delivery goals 
in support of national 
and provincial goals - 
Sect. 3(2) 

• Funding - negotiate for 

the national 

apportionment of the 
state budget for 
housing and based on 


To promote and facilitate the 
provision of adequate housing 
in the Province, within a 
framework of national policy, 
after consulting the provincial 
organizations representing 
municipalities (Sect 7(1)) 

• Provincial policy 

determined - Sect. 
7(2)(a) 

• Provincial legislation to 

ensure effective 

housing delivery - Sect. 
7(2)(b) 

• Capacity Building - 
support and strengthen 
municipalities - Sect 
7(2)(c) and (e) 

• Housing development - 
to co-ordinate housing 
development in the 
Province - Sect 7(2)(d) 


As part of the process of 
integrated development 
planning, to ensure within 
the framework of national 
and provincial housing 
legislation and policy, that 
the right to have access to 
adequate housing is realized 
on a progressive basis (Sect 
9(1)) 

• Housing delivery 
goals - to be set for 
municipal area in 
annual Housing Plan 
-Sect9(l)(b) 

• Housing development 
- initiate plan, co- 
ordinate, facilitate, 
promote and enable 
appropriate housing 
development in 

municipal area - Sect 





National 

Provincial 

Municipalities 

DORA formula, 

determines conditional 
grant allocations - Sect 
3(4) 

• Performance 

Monitoring - monitors 
performance of all 
three spheres of 

government against 

housing delivery goals 
and budget - Sect 
3(2)(c) 

• Capacity Buiiding - 
assists provinces to 
develop administrative 
capacity - Sect 3(2)(d) 
and, supports and 
strengthens 
municipalities - Sect 
3(2)(e) 

• Consuitation - 

promotes consultation 
between National and 
housing sector, 

including other spheres 
of government - Sect 
3(2)(f) 

• Communication - 

promotes effective 

communication i.r.o. 
housing development - 
Sect 3(2)(g) 

• intervention - when 
municipality fails to 
perform functions i.t.o. 
Housing Act - Sect 
7(2)(f) 

• Pianning - Multi-year 
plan to be prepared - 
Sect 7(2)(g) 

• Municipai 

Accreditation - Sect 10 

9(l)(f) 

• Land for housing - 

identify and 

designate land for 
housing development 
- Sect 9(l)(c); plan 
and manage land use 
and development - 
Sect 9(l)(h) 

• Heaith and safety - 
Sect 9(l)(a)(ii) 

• Efficient Services - 

water, sanitation, 

electricity, roads, 

storm water drainage 
and transport to be 
provided in 

economically 
efficient manner - 
Sect 9(l)(a)(iii) 

• Pubiic environment - 

to be created and 

maintained to be 
conducive to housing 
development - Sect 
9(l)(d) 

• Conflict resoiution - 
in respect of conflict 
arising in housing 
development process 
-Sect 9(l)(e) 

• Buik and revenue 

generating services - 
to be provided by 
municipality where 
not provided by 
specialist utility 

suppliers - Sect 
9(l)(g) 




Housing Situation at ADM 


Housing statistics are generally difficult to collect and verify, as a result the issue of determining 
the housing need and backlog is always a contested issue. There are a variety of elements that 
impact and influence both the demand and the supply of housing ranging from demographics, 
migration and basic economic conditions that prevail. However, according to statistics provided 
by Global Insight the situation with regard to housing in the country is as follows: 


DWELLING 

NATION 

E.CAP 

AD 

MBS 

MNQ 

G/K 

AMA 

BCM 

NG 

NK 

NX 

TYPE 

AL 

E 

M 

H 

U 

El 

HL 


Q 

0 

U 

V/FORMAL 

4,814 

432 

105 

760 

4 715 

1 

5 728 

8827 

261 

3 

1 


019 

537 

646 



318 


4 


390 

200 

FORMAL 

4 639 

555 

152 

1489 

26 

5 

10 

61 

12 

16 

4 


787 

869 

367 

9 

854 

426 

443 

746 

121 

019 

860 

INFORMAL 

2 055 

15095 

74 

393 

7 131 

1 

3 557 

60 

686 

249 

552 


527 

5 

429 



446 


415 




TRADITION 

1 499 

610 

137 

51 

3542 

5 

18 

10 

7 

8 

390 

AL 

655 

790 

640 

287 

4 

218 

113 

558 

823 

827 


OTHER 

286 179 

7 593 

144 

144 

172 

0 

66 

815 

142 

106 

0 

DWELLING 



4 









TOTAL 

13 295 

1 757 

471 

67 

74 

13 

37 

221 

21 

28 

7 


167 

745 

526 

482 

295 

407 

908 

808 

033 

591 

003 


Excluding the total number of formal dwelling type in the ADM area the need for further 
housing delivery in the district reflects the total housing need of 213 513 

Informal dwellings = 74 429 

Traditional Dwellings = 137 640 and 

Other Dwelling = 1 444 

Total Need = 213 513 


❖ HOUSING DEMAND 



The demand is determined through the acknowledgement of socio-economic character of 
demand as reflected by housing typologies. Identifying the area of greater demand for subsidy 
and establishing the exact need for beneficiaries also help to establish the extent of housing 
demand. Other factors that need to be considered when determining housing need or demand 
are: 

^ Migration 
^ House Hold changes 
^ Economic conditions 
^ Mortality issues 
^ Locational issues 
^ Backlogs 

An indepth inderstanding of these can determine the potential demand in the future. 

Migration 

7.7.1. Migration forms the basis for determining the existing demand on housing in that 
understanding of types of migration and trends that exist assist in identifying and pianning 
for areas of greater demand. An anaiysis of ADM migration has been expiored within the 
context of the province as a whoie and the foiiowing types dorminate the existing trends: 

> High mobility - dominates among the rural population but with strongest migration 
streams localised within districts. 

> Rural to Rural migration - movement occurs within rural areas to small rural towns. 

> Rural densification - is the result of rural to rural migration and it occurs in large scale 
around small rural towns 

> Circular migration - existing where rural people move onward up the settlement 
hierarchy to peri - urban and then to urban centers. 


An analysis of these migration typologies depicts that the fundamental cause of this movement 
is driven by the fact that it(migration) is a way that is used by poor to overcome the exclusion. It 
is what the poor use for anti-poverty striving. In essence, people will search for accommodation 
that will locate them where they want to be where there is best combination of access, 
affordability and opportunities for income. Therefore, the data (on the table below) that reflects 
population of ADM living in rural areas will assist the district predict areas for potential demand 
and appropriate housing programmes to meet the demand. 

THE PERCENTAGE OF POPULATION LIVING RURAL AREAS - GLOBAL INSIGHT 

2008 2009 


SOUTH AFRICA 


42,7% 


42.8% 



EASTERN CAPE 

61.3% 

61.2% 

AMATHOLE D.M. 

59, 8% 

59.9% 

MBHASHE 

97.0% 

97.0% 

MNQUMA 

85,0% 

85.0% 

GREAT KEI 

75,9% 

76,1% 

AMAH LATHI 

81.6% 

81.6% 

BUFFALO CITY 

28.8 

28.9% 

NGQUSHWA 

94.2% 

94.3% 

NKONKOBE 

72,7% 

72.8% 

NXUBA 

21.0% 

21.1% 


Greater percentage of the population in Amathole District Municipality are in rural areas and 
therefore the migration trends highlighted in the preceding paragraph need to taken in 
consideration during this review as this implicitly indicate vast demand in rural areas. 

HOUSEHOLD CHANGES 

Household changes can result from population changes and population growth rates. The available 
statistics on observed growth rates portrays a static growth within ADM although the same cannot be 
said about the various local municipalities within the ADM. 


Estimated Population Change 


Municipality 

Census 

1996 

Census 

2001 

% Change 
(1996 - 2001) 

Community 
Survey 2007 

% Change 
(2001 - 2007) 

Total Change 
(1996 - 2007) 

% Total Change 
(1996 - 2007) 

Amahlati 

138 400 

139 000 

0.43% 

112 735 

-23.30% 

- 25 665 

-22.77% 

Buffalo City 

686 200 

699 600 

1.92% 

724 312 

3.41% 

38 112 

5.26% 

Great Kei 

40 400 

44 400 

9.01% 

33 382 

-33.01% 

-7 018 

-21.02% 

Mbhashe 

246 200 

253 300 

2.80% 

262 008 

3.32% 

15 808 

6.03% 

Mnquma 

292 200 

287 700 

-1.56% 

297 663 

3.35% 

5 463 

1.84% 

Ngqushwa 

94 900 

84 200 

-12.71% 

83 086 

-1.34% 

- 11 814 

-14.22% 

Nkonkobe 

144 400 

128 700 

-12.20% 

130 100 

1.08% 

- 14 300 

-10.99% 

Nxuba 

24 800 

24 800 

0.00% 

21467 

-15.53% 

-3 333 

-15.53% 









Total ADM 

1 667 500 

1 661 700 

-0.35% 

1 664 753 

0.18% 

-2 747 

-0.17% 


*The percentages reflect changes over the respective period (not annual change). 




















































































Amongst the most likely reasons for this decline could be attributed to high death rate, a low 
birth rate, out-migration or most likely a combination of all of these factors. 

Mortality Ussues (HIV Aids) 

One of the key areas affecting housing predictions is the issue of HIV/Aids. There is great deal of 
uncertainnty as to the overall effect the ddisease will have on housing demand both in terms of 
household types and tenure. With regard to the former, the issue is what kind of units will be 
needed and regarding the latter is uncertainty on whether more rental units will be appropriate 
for child - headed households when considering the fact that there are 5.7 million people who 
are HIV positive. 

V IMPACT OF HIV & AIDS ON HOUSEHOLDS 

There is currently no quantitative data on the impact of HIV & AIDS on the numbers and sizes of 
households available. However, the Buffalo City Municipality Housing Policy notes that: 

"According to HIV/Aids trends, nuclear families will continue to decrease as extended 
families and orphan families increase." (p.ll) 

The Buffalo City document goes on to suggest that, household sizes are likely to continue 
decreasing as members of households die. Some very large households are also likely to be 
created as families accommodate orphans within extended family networks. It further suggests 
that a broad range of household types - varying in size and composition - will need to be 
accommodated. Children headed households are likely to be a particularly difficult future 
challenge, and provision to accommodate such households will have to be taken into 
consideration.. 

A further challenge related to HIV &AIDS in respect of housing is that households affected by 
HIV & AIDS, generally have less income, but increased expenses, which impacts directly on their 
ability to pay for housing related costs such as rates and services. This fact impacts negatively on 
their ability to improve their housing situation using their own resources. 

V IMPACT OF HIV & AIDS ON MIGRA TION 

No quantitative data are available in respect to this issue either. It may however be assumed 
that access to better health facilities might motivate HIV infected people to migrate towards 
those areas with more adequate health care centres. It has been observed that in Soweto, 
Gauteng Province, an increased number of informal housing has sprung up close to the 
Baragwanath Hospital, since the introduction of the HIV and AIDS treatment programme. While 
such a trend is currently mere speculation, cognisance should be taken of it as the roll-out of the 


HIV and AIDS treatment programme in ADM could motivate migration and impact on population 
movements in the area. 


HOUSING DEMAND AS MANIFESTED BY BACKLOG 

A clear detail of Housing Needs according to each Municipality and their IDPs is detailed in their 
individual Housing Strategies and complimented by an updated data extracted from Global 
Insight the housing backlog is as reflected below. 



2007 

2008 

Estimates- 2009 

NATIONAL 

3 969 498 

3 841 362 

3 711528 

EASTERN CAPE 

771 386 

769 339 

778 293 

AMATHOLE 

215 317 

213 513 

214 830 

MBHASHE 

51289 

51823 

52 111 

MNQUMA 

42 864 

42 726 

43 239 

GREAT KEI 

6 585 

6 664 

6 823 

AMAH LATHI 

21616 

21736 

22 308 

BUFFALO CITY 

74 148 

71788 

70 307 

NGQUSHWA 

8 631 

8 651 

8 915 

NKONKOBE 

9 202 

9182 

9 537 

NXUBA 

982 

943 

924 


(Source: Global Insight) 

For appropriate response on housing demand, it should be disaggregated in terms of housing 
typology and tenure. 

HOUSING SUPPLY 

According to the statistics by Eastern Cape Department of Human Settlements, the total of the 
approved housing subsidies is 28520. Of this total 27 387 subsidies were approved before the 
current year whilst the total of 1133 were approved as at the end of September 2010. 

The tables here below, reflect the various approved and planned housing projects in the 
respective local municipalities, as per the Housing Strategies, aimed at addressing identified 
housing needs as expressed here above 


Total Units 

Town 

Municipality 

5 880 

Stutterheim, Keiskammahoek & Cathcart 

Amahlathi 

1509 

Kei Mouth & Komga 

Great Kei 




8 457 

Elliotdale & Dutywa 

Mbashe 

6 554 

Butterworth, Nqamakwe, Willowvale & 

Centani 

Mnquma 

1920 

Peddie 

Ngqushwa 

10 636 

Ft Beaufort, Alice, Seymour, Middledrift 

Nkonkobe 

2 462 

Adelaide & Bedford 

Nxuba 


7.7.2. HOUSEHOLDS IN ADM 

The household supply in the ADM area is affected by factors such as migration especially circular 
migration which is dominant in the region. The table below reflects the total number of 
households that existed in Amathole as against the total population of 1 659 391 in 2001 and 1 
641 661 in 2008(Source: Global Insight) 


Both the ADM and the 

Province saw significant 
growth in the number f 

households between 

2001 and 2008. 

2001 

Census 2008 

Difference 


Amathole District 

412 091 

415 168 

3077 


Eastern Cape Province 

1 476 293 

1 494 497 

146 840 



In terms of the supply shown above, the pace of delivery has been very low. The Eastern Cape 
Department of Human Settlements attribute slow pace to the following factors: 

^ Inadequate capacity of implementing agents 
^ Lack of well located and suitable land for housing 
^ Lack of suitable data on size and nature of backlog 
^ Inadequate project management and monitoring capacity 
^ Disjuncture in the planning and implementation of infrastructure programmes 
^ Lack of construction materials and equipment 


Source: ECDHLG&TA - 2007 




7.7.3. HOUSEHOLDS IN THE LOCAL MUNICIPALITIES 


The trend towards growth in the number of households continues in the majority local 
municipal level, An interesting trend is also reflected in some of these municipalities where the 
decrease in population translates to decrease in number of households. The decline could be 
attributed to a variety of factors which could be summed as socio- economic related factors. 



TOTAL POP. 

2001 

TOTAL POP. 

2008 

HOUSEHOLD 

TOT.2001 

HOUSEHOLD 

TOT. 2008 

HOUSEHOLD 

CHANGE 

ADM 

1 659 391 

1 641 661 

412 091 

415 168 

3077 

MBASHE 

254 359 

265 735 

53 014 

55 544 

2530 

MNQUMA 

285 365 

268 837 

65 880 

63 644 


G/KEI 

44 325 

48 578 

11 101 

12 360 

1259 

AMAH LATHI 

138 223 

137 820 

33563 

34 082 

519 

BCM 

700 133 

702 314 

188 301 

193 482 

5181 

NGQUSHWA 

83 973 

74 469 

21 168 

18 943 

2225- 

NKONKOBE 

128 265 

119 226 

32 693 

30 609 

2084- 

NXUBA 

24 748 

24 682 

6 371 

6 503 

132 








A variety of reasons may be responsible for these trends, including the housing subsidy policy 
itself. Having said this, the impact of the housing programme versus other contributory and 
causal factors remains unclear. 


❖ DISABILITIES 


People with disabilities 


type of disability 


Municipality 

.SP 

‘in 

hearing 

c 

o 

'ip 

(U 

u 

'E 

3 

E 

E 

o 

u 

Physical 

3 

u 

-Si 

c 

(TJ 

C 

'p 

o 

E 

LU 

Multiple 

o 

% of population 

Amahlati 

2 221 

1215 

299 

2 055 

763 

1238 

712 

8 503 

6,1% 

Buffalo City 

7 179 

3 433 

1039 

9 966 

3 598 

5 464 

3 102 

33 781 

4,8% 

Great Kei 

967 

522 

112 

1 169 

279 

763 

342 

4 154 

9,3% 

Mbashe 

3 140 

2 331 

459 

2 913 

1250 

1 268 

887 

12 248 

4,8% 





Mnquma 










Ngqushwa 

1221 

681 

220 

1 133 

666 

657 

503 

5 081 

6,0% 

Nkonkobe 

2 020 

1032 

251 

2 435 

897 

1633 

1 165 

9 433 

7,3% 

Nxuma 

367 

245 

71 

661 

189 

256 

119 

1908 

7,7% 

Total ADM 

17 115 

9 459 

2 451 

20 332 

7 642 

11279 

6 830 

75 108 

5,4% 


The table above drawn from the previous Housing Strategy document, shows that more than 5% 
of all ADM residents are disabled. 


Disabled applicants may receive a full housing subsidy, and do not have to make own 
contributions. This needs to be considered in the multi-year planning and budgeting of housing 
projects. 

Furthermore, cognisance should be taken within projects in respect of special needs including 
location or special features at project level 

❖ BUDGET 


The total funds received from the Provincial Department of Housing by implementing agents 
within the Amathole area of operation, excluding projects implemented by Buffalo City 
Municipality can be quantified. 


- BUDGET REQUIREMENTS TO ADDRESS BACKLOGS 


Municipality 

Average 

Needs 

Quantum 

Variance 

Cost 

Amahlathi 

19 364 

R 

43 506.00 

R 

4 350.60 

R 

926 695 202.40 

Great Kei 

11 256 

R 

43 506.00 

R 

4 350.60 

R 

538 673 889.60 

Mbhashe 

31 176 

R 

43 506.00 

R 

4 350.60 

R 

1491 977 361.60 

Mnquma 

31 846 

R 

43 506.00 

R 

4 350.60 

R 

1524 041 283.60 

Ngqushwa 

14 728 

R 

43 506.00 

R 

4 350.60 

R 

704 832 004.80 

Nkonkobe 

17 954 

R 

43 506.00 

R 

4 350.60 

R 

859 217 396.40 

Nxuba 

2 102 

R 

43 506.00 

R 

4 350.60 

R 

100 594 573.20 

Total 

128 426 


R 

6 146 031 711.60 


The following issues of strategic nature have been identified as key issues for consideration and 
inform the proposed Housing Strategy Review of the ADM : 


• The current Municipal Demarcation Board recommendations affecting the Great Kei 
Local Municipality as well as the Elliotdale/Mqanduli areas for potential exclusion from 
the ADM's area of jurisdiction; 

• In terms of the demographic profile of the area, household numbers have increased by 
approximately 21% although there is a constant or slight decrease in relation to 
population figures for the area as a whole. This effectively means that household sizes 
are decreasing by approximately 27% and this should be brought into consideration in 
all forward planning exercises; 

• Currently, no quantitative data on the impact of HIV/Aids on the numbers and sizes of 
households area available but it is highly likely that household sizes will decrease - this 
is a big concern in ADM as the population is extremely young with 42% of the total 
population being below 20 years of age. Close to 70% of the total population is below 
the age of 35 years. 

• The Housing Needs in respect of the ADM area of jurisdiction should be scientifically 
determined by means of a comprehensive district wide needs analysis, taking into 
account, inter alia: 

0 Changes in households size; 

0 Age and gender distribution; 

0 Impact of HIV and Aids; 

0 Economic mainstreaming of potential beneficiaries; 

0 Completed and/or approved housing projects; and 


0 


Migration patterns, etc. 



• The infrastructure related needs, in relation to an integrated, sustainable human 
settlement strategy for the ADM area, should be accurately quantified with a view of 
ensuring clear baseline information to inform strategic plans/strategies as well as 
associated multi year financial allocations - this will also assist with ensuring overall 
integrated development planning in relation to infrastructure provisioning for the ADM 
area as a whole; 

• Existing water and sanitation needs as per the ADM WSDP should be interrogated and 
evaluated against the existing housing needs and housing policy instruments, eg. Rural 
Housing Policy, with a view of obtaining funds for infrastructure related needs; 

• Alignment of new housing related bulk and connector infrastructure must be ensured 
at all times with existing and proposed bulk and connector infrastructure provisioning 
within the ADM area - such alignment could be achieved through the ADM IDP 
development and review processes; 

• Several new policy directives have emerged since the last ADM Housing Strategy 
Review of which Breaking New Ground and more particularly Community Driven 
Housing Initiatives are of paramount importance. The Elliotdale BNG Pilot Project is 
currently underway and should be fast tracked in view of the 10 pilot houses currently 
seemingly experiencing certain challenges. In view of the large number of PHP projects 
within the area of jurisdiction, specific focus should be given in the strategy review to 
ensuring full compliance in relation to the implementation and/or finalisation of these 
projects; 

• Certain National Policy imperatives in terms of the National Strategic Thrusts and 
Strategic Objectives need to be incorporated in the ADM Strategy Review currently 
undertaken. 

• During the period 2007/2008, no new housing projects were approved within the ADM 


area - 



• Existing information in relation to houses completed and under construction, indicates a 
relatively slow rate of delivery - 

• The extent of houses to be included as part of the Rectification Programme should be 
quantified as soon as possible, as well as associated costing implications - 

Based on the above analysis a clear forward planning in terms of addressing housing 
development within the District will be enhanced. Strategies to deal with such will be clearly 
outlined in the Implementation Plan of the Amathole District Municipality Housing Strategy 
(Revised 2007/8). 

Amathole District Municipality is putting forward the idea of provision of adequate and 
sustainable human settlements for its citizens within the Housing development framework. This 
is clearly outlined in its Housing Vision and Mission of the said Strategy 

Housing Vision for ADM area of jurisdiction 

Improved housing conditions for the poor in the Amathole area. 

Housing Mission for ADM area of jurisdiction 

The ADM supports, guides and co-ordinates efforts of local municipalities to improve housing 
conditions of the poor. 

We provide sustainable human settlements for our communities. 

□ DEVELOPMENT PLANNING AND SURVEY 

The Amathole District Municipality LRSP outlines mechanism for settlement and Land 
Development. The said Plan further outlines typical spatial patterns of land use and settlement 
that apply in difficult parts of ADM. Therefore a need to pursue land reform that would achieve 
to redress and bolster livelihood of communities with land needs for settlement and livelihood 
was apparent. 

The strategic consideration of such is therefore linked to the fact that three types of settlement 
were identified and those can only be enhanced through proper and organized methods of 
planning and survey utilizing acceptable principles and laws. Therefore in terms of this approach 
Amathole District Municipality guided by the IDP LRSP and other principles, provides for 
creation, implementation and management of sustainable planning process to regulate land 
uses in order to improve the quality of life of its citizens. 

In this approach the Guiding Principles of land development as enshrined in Chapter 1 of the 
Development Facilitation Act, Act 67 of 1995 apply. 


CONCLUSION 


Therefore ADM in ensuring that this fundamental Constitutional dream is enhanced has swiftly 
agreed to the concept of ''We fast-track land development." This is further enhanced by impact 
of each component on ADM's five KEY PERFORMANCE AREAS as indicated below: 


KPA 

SDF 

LRSP 

HOUSING STRATEGY 

MTI 

As a result of of 
guidence and 
indications reflected 
in the SDF, a number 
of sector plans have 
been developed. 

These sector plans 
promote 

transformation of the 

institution. 

Land Reform is aimed 
at addressing inter- 
related issues relating 
to LAND 


LED 

The SDF through 

Settlement Plans and 

With projects 


AREDS identifies ADM 

Development zones 

implemented at 


Tourism Routes and 

identified in the LRSP 

various areas, local 


ADM Heritage Routes. 

translate to LED 
projects 

people are employed 
thereby promoting 
local economic base 

of the area. 

SD&I 

MFV 

The basis of plans 
that are eventually 
translated to 
implementation plans 
that address the 
needs in ADM , are 
informed by SDF 


Delivery of houses 
involve vast amount 

of infrastructure 
delivery, from water, 
sanitation, electricity, 
road infrastructures 

etc. 

GG&P 

Planning for space 
needs a collective 
effort, hence an SDF 
becomes a critical 

tool for different 

stakeholders 
responsible for 
planning for economy 
of the area. 

Establishment of 
various forums aimed 
at capacitating 
personnel at local 
municipalities 




2.7 Spatial planning 


a. Preparation and approval process of SDF: 

The Amathole District Municipality Spatial Development Framework has undergone a review 
during the 2008/2009 and has been used as the bases of planning for the 2009/2010 financial 
year Integrated. The plan was approved in May 2009 as part of the sector plans of the 
Integrated Development Plan. 

In accordance with the Local Government Municipal Planning and Performance Management 
Regulations (R. 796 of 2001) made in terms of the Municipal Systems Act, the reviewed 
Amathole District SDF sets out to: 

• Identify the key spatial development features (trends and dynamics)currently applicable in the 
Amathole District Municipality; 

• Establish the objectives of the Amathole District Municipality in relation to spatial development in 
its area of jurisdiction, with particular emphasis on clarifying the principles to be followed in the 
management of such spatial development in the area; 


• Identify the Municipality's strategies and policies that are adopted to achieve its spatial 
development objectives. These focus on: 

^ Establishing a clear depiction of specific development corridors and development 
nodes; and 

^ Delineating Special Development Areas, which are: - 


1. Areas where strategic development intervention is required (areas of particular 
development potential and/or areas where current development activities 
represent a development opportunity); and 

2. Areas where priority spending is required (areas of special need) 

The ADM SDF illustrates the above information on maps; and set out basic guidelines for a land 
use management system in Amathole District Municipality, with due acknowledgement of the 
fact that the District Municipality itself is not a land use regulator in the first instance. 

FEATURES OF SDF 


The Amathole District Municipality is not a land use regulator in the first instance. Therefore, 
given that the District Municipality has as one of its core functions the responsibility of 
supporting Local Municipalities within the Amathole district to carry out their assigned 
responsibilities and statutory functions, the District SDF is designed to: - 


• Act as a spatial expression of the District Municipality's IDP in so far as it aims to illustrate: 



> The spatial dimensions of the key strategic focus areas of the District Municipality, 
including: - 


^ Local Economic Development 
^ Land & Agrarian Reform 
^ Water Services Development 
^ Environmental Management 

> The key informants to spatial development at a district level, including: - 

^ Programme/Investment Priorities of the ADM 
^ Areas of Identified development potential 

Areas of identified development need (basic needs) 

^ Environmental Considerations (that is, natural systems and areas of 
environmental value, which require spatial development to be managed and/or 
limited) 


It is important to note that, at this juncture, each of the Local Municipalities in the Amathole 
District has in place a Spatial Development Framework, either approved as an alone-standing 
document or as a component of their IDPs. 

This means that the District SDF is not formulated to duplicate the information contained in the 
LM SDFs but rather to establish at a broader level key principles and guidelines that could be 
used by Local Municipalities to inform the prioritisation of development and related investment 
decisions on a spatial basis. 

OVERVIEW 

Initially the Amathole District SDF formed a component of the Amathole District Land Reform & 
Settlement Plan. It was compiled as one of the outcomes of the LRSP, with inputs from a 
number of Sector Plans that were developed concurrently, which included the District 
Environmental Strategy, the District Integrated Transport Plan, the District LED Strategy, and the 
District Waste Management Plan. 

KEY ELEMENTS 

Given its origins as one of a number of tasks required of the team drafting the ADM LRSP, the 
current (or 1st Generation) ADM SDF has a strong focus on the spatial elements of land reform 
and settlement development, which were informed for the purposes of the SDF by the spatial 
elements derived from other Sector Plans developed in tandem, as listed above. The following is 
a brief description of the key elements making up the current ADM SDF: - 



structuring elements 


The current SDF identifies a number of spatial structuring elements (that is, spatial areas or 
features that provide a structure and/or a pattern to inform development initiatives and 
associated financial and human resource investment). 

These Structuring Elements are set out in the SDF component of the Land Reform and 
Settlements P as: - 

• A Hierarchy of Settlements 

• The Identification of Special Development Areas 

Land Reform & Settlement Zones 
Tourism Development Zones 

• Key Transport Routes 

• Cross-Boundary Infrastructure & Facilities 

• Generalised Areas of need 

• Environmental Informants/Conservation 

b. Land use management: 

Land Use Management is a Local Municipal function, however the District Municipality has a 
supporting, and facilitation role. The Amathole District Municipality developed a "Land Reform 
and Settlement Plan" (LR&SP) (revised), which was prepared with specific reference to the key 
land issues relating to land reform and settlement development in the District. 


The purpose of the LR&SP is: 


'T o enable the ADM to undertake its core function to assist iocai municipaiities within 
its area of jurisdiction to meet the need for iand reform, iand and settiement 
deveiopment and reiated iand use management within the Amathoie District and to 


The complexity of the Land Reform environment has been acknowledged throughout the 
LR&SP, with specific reference to the identified challenges located within the areas of land 
access, land tenure, and land administration . 

It is clear that land reform must be seen as a composite suite of issues and interlocking 
components, the precise make up of which differ from one local municipal area to the other. 

Some of these components include: 



- land identification, 

- land acquisition, 

- in-situ upgrade and tenure upgrade, 

- land planning for residential and productive uses, 

- Land-legal issues (eg. land rights audits, title adjustments, land survey, registration of 
ownership, etc.), 

- post implementation livelihoods support, 

- post implementation land use management, and 

- Infrastructure/asset maintenance and operation issues. 

As mentioned above, in terms of White paper on Land Policy most land reform activities tend to 
exclude municipalities in favour of National and Provincial spheres of government. Nevertheless, 
the issue of Constitutional devolution of powers and functions to be performed by the three 
spheres of government, as well as the devolution between the Category Bs and Category C 
Municipalities, it is clearly indicated in the recommendations of the Municipal Demarcation 
Board in terms of the Local Government: Municipal Demarcation Act 27 of 2000, as to how the 
function of land reform had to be persued. 

It is acknowledged that land reform is a specific functional competency of the National 
Department of Rural Development and Land Reform. However, it has been the policy of the 
National Department to ensure that the implementation of the delivery of land reform 
''products'' is undertaken at local government level. 

Within the Amathole District Municipal area of jurisdiction, the municipal assignment of powers 
and functions has resulted in the following division: 

• Municipal Planning - assigned to the Category B municipalities; 

• Settlement Planning, planning for land development and land use management - assigned 
to Category B municipalities; 

• Capacity Building (in relation to abovementioned functions) - Category C municipality 
(ADM). 


This effectively means, that within the context of the ADM LR&SP, the principle role in driving 
land reform processes and initiating land and settlement planning resorts with the local 
municipalities, whilst the ADM would only render support and assistance to these 
municipalities, in relation to the performance of these functions, when a specific need arises, or 
when called upon to do so by the relevant local municipality. 


A clear manifestation of the implementation of the above is clearly found in the Implementation 
Plan dealing with the areas of Support and Capacity Building for local municipalities." 



It is important to add that a legislative imperative exist in specifically the Local Government: 
Municipal Systems Act 117 of 1998, in terms of which the District Municipality is charged with 
the duty / responsibility to build the capacity of local municipalities within its area of jurisdiction 
to ensure that such municipalities are capable of performing their duties and functions (Section 
83). 

In broad terms, the ADM Land Reform Plan has had substantial changes since it was approved in 
2005. These changes were effected due to changes in circumstances related to the applicable 
policy and legislation, most notably, policy changes relating to the acceptance of the validity of 
land claims made in cases of loss due to betterment planning and Green Paper on land reform 
2009. 

As part of the projects implemented by ADM on behalf of the LM's through the land use 
function, a total of 23 settlement villages were properly planned through organised methods of 
planning, and a total of 10 settlement villages were surveyed with General Plans in place and 
approved. 

This process led to a total of more than 2000 beneficiaries in the process acquiring tenure 
security. 

c.. Major challenges in spatial planning services and remedial actions 
SPATIAL OBJECTIVES & STRATEGIES 

ADM in integrating the core principles for the SDF with the key focus areas for development as 
set out in the plan, it was important therefore that the formulation of Spatial Development 
Objectives & Strategies best be arranged in terms of relevant '' Themes '' derived from the 
framework. 

These Themes, are as follows: - 


THEME 

Objective 

Strategy 

Basic Needs 

Ensure availability of 
a minimum 
acceptable level of 
infrastructure and 
services throughout 
the DM 

Improved capacity in 
service delivery. 

Identify and prioritise areas of 
greatest need 

Systematically link services 
and 

services supply networks to 

optimise 

efficiency 

Focus on involvement of all 

relevant 

stakeholders 

Spatial 

To create an efficient 

Consolidate and density 

Fragmentation 

and integrated 

settlements 






settlement pattern in 

where appropriate. 


ADM 

Promote the integration of 

sprawling 

settlements. 

Prioritise maintenance and 
upgrade 

of strategic link routes 

Linkages and 

Well-structured road 

Identify nodes and products 

Access 

and rail network 

(i.e. 


systems allowing for 

agric produce) that require 


ease of movement. 

linkage. 


Efficient and effective 

Identify and prioritise areas 


links between 

where 


identified nodes and 

the need for improved access 


relevant products and 

is 


services. 

greatest. 

Prioritise maintenance and 
upgrade 

of strategic link routes. 

Land Use 

Use Management 

Support and implement a 

Management 

System in operation 

programme to develop 


across the DM 

appropriate 


Security of access to 

new Zoning Schemes for 


land for development 

Urban and 

Rural areas, in line with the 
direction 

of new legislation. 

Support land reform and 

settlement 

upgrade initiatives by 

identifying 

zones of opportunity 

according to 

land needs 

Environmental 

Adhere to sound 

Implement the principles of 

Management 

environmental 

Integrated Environment 


practices in line with 
legislation. 

Protect 

environmentally 
sensitive areas 

Management. 



SPATIAL STRUCTURI NG ELEMENTS 


The District Spatial Development Framework is comprised of a number of structuring elements (or “building 
blocks") that are derived from a variety of inputs, including: - 

> The Corridor Programme as per Amathole Regional Economic Development Strategy (AREDS) 

> The proposals of the Land Reform & Settlement Plan 

> A consideration of inputs provided by various Sector Plans compiled by the Amathole District 
Municipality, primarily the reviewed Water Services Development Plan 

> Inputs provided by the Amathole District Integrated Environmental Management Plan and as well 
as the spatial data in the Eastern Cape Biodiversity Conservation Plan 

The following are structuring elements as proposed: - 

> District- Scale Development Corridors 

> Key Development Nodes 

0 Primary Urban Node 
0 Administrative Node 
0 Secondary Urban Nodes 
0 Urban Service Centres 

> Special Development Areas 

Land Reform & Settiement Zones 
^ Generaiised Areas of Need 

^ Tourism Deveiopment Zones 
^ Agricuiturai Deveiopment Potentiai 
^ Environmentai informants/ Conservation 

IMPLEMENTATI ON 


Therefore, as part of the implementation of the District Spatial Development Framework the following is 
proposed in regard to devising an acceptable institutional arrangement in relation to the provision of the 
spatial planning and land use management function: - 

In the coming 3 -year planning cycle, it is the priority for the Amathole District Municipality, together 
with the Department of Local Government & Traditional Affairs and the Local Municipalities in the 
District to investigate the feasibility of developing a "Shared Services" approach to providing the 
necessary capacity to undertake or manage proper spatial planning and land use management within 
each local municipal area. 

This action is a priority to ensure that each Local Municipality has adequate access to sound technical skills 
relating to forward planning (planning for future land developments) and land use management (overseeing 
planning permissions, including rezoning, subdivisions and consolidations, and building plan approvals). 

CONCLUSI ON 

Therefore the ADM Spatial Development Framework is a clear Strategic tool of identification of key Spatial 
Development main nodes and zones of potential development, natural, systems and environmental areas 
where development had to be managed. 



This is being performed through a guide to areas regarding their great need and priorities for investment in 
development and associated interventions and management principles for spatial planning decision making 
process (es) and direction of growth. Comprehensive mapping in this regard is in place and may be found in 
the Plan. 

2.8 Indigent policy implementation 

a. Preparation and approval process of the indigent policy 

Amathole District Municipality developed an Indigent Policy.. As part of the public participation 
processes, the Indigent Policy and the Revenue Policies & By-Laws, were subjected to IDP 
consultative public sessions during the 2010/2011 IDP review process. One key consideration to 
the Indigent Policy is the threshold applicable to qualify households as indigent. The current 
indigent policy threshold for a household to qualify as indigent is R2,160, while the revised Draft 
Indigent Policy has an amount equivalent to twice the current state old age pension as a 
threshold. 

Public participation processes commenced during January 2010 and the Indigent Policy, and 
Revenue Policies & By-Laws were to be presented to Council during March 2010 for adoption. 

b. Implementation of the Indigent Policy 

Upon the adoption of the Draft Indigent Policy in March 2010, ADM will be in a position to 
implement the policy and also amend the current threshold of R2,160 required for households 
to qualify for indigent subsidies to the final approved amount as per the reviewed policy 
(current proposed amount is equivalent to twice the state old age pension per household). 

Amathole District Municipality has also been utilizing students in the areas of Mnquma, Nxuba, 
Nkonkobe, Ngqushwa, Amahlathi, Mbhashe, and Great Kei to assist with door to door 
campaigning for the registration of indigent households. This will assist the municipality in 
meeting its target of registering all indigents in the district by June 2012. 


The updating of the indigent register is an ongoing process as the ADM Indigent Officers monitor 
it on a monthly basis to ensure that those consumers whose indigent status has expired are 
removed from the indigent register until such consumers re - apply for indigent subsidies. 

b. Implementation of the policy 

In line with a Council decision taken to provide indigent support to households where the total 
gross monthly income of the owner is less or equivalent to 2 state pensions (R2,200.0), and who 
qualify for a subsidy on service charges for water and sanitation, the ADM has been actively 
engaging debtors with the aim of providing the requisite financial support as envisaged. 



As a result therefore a list of debtors who applied for indigent debtor status as well as indicating 
amounts outstanding to be written off by Council were considered on a monthly bases and 
approved as such by Council. 

Indigent registration campaigns throughout the district, were perused as part of the ADM 
Indigent registration process. This process was subsequently followed by the formal matching of 
consumers who are registered for water and sanitation related services, with those that applied 
to be recognised as Indigent due to their levels of income and the inability to service their debts. 

The further process was followed on debtor eligibility for indigent status, and to quantify the 
extent or the subsidy that could be granted in line with the ADM Tariff Policy. The process 
includes the following: 

• Completion of an approved ADM Indigent application form duly signed; 

• Copy of the primary beneficiary's South African Identity Document; 

• Proof of income, proof of 3 months bank statement & pension card; 

• Duly completed application form for ADM water and sanitation services; 

• Deeds confirmation denoting ownership of immovable property; 

• Confirmation of levels of services on registered site informing formal subsidy benefits; 

• Comprehensive reconciliation of account to determine extent of arrears on account. 

It is important to note that the control framework employed within the ambit of the Indigent 
Support is not limited by any means to a once off process of assessment. The subsidy is only 
valid for a period of 12 months from the date of approval, and the review of the debtors 
indigent status will be an annual on-going exercise. 

2.9 Overall service delivery backlogs 


Basic service delivery area 

1 30 June 2009 | 

1 30 June 2010 | 

Water backlogs (6KL/nnonth) 

Required 

Budgeted 

Actual 

required 

budgeted 

Actual 

Backlogs to be eliminated (nO. HH 
not receiving the minimum 
standard service) 

32665 

228 

Million 

228 

Million 

26111 

267 Million 

267 Million 

Backlogs to be eliminated (%: total 

HH identified as backlog/total 
number of HH in the municipality 

13.4% 

228 

Million 

228 

Million 

1026 

267 Million 

267 Million 

Spending on new infrastructure to 
eliminate backlogs (ROOD) 







Spending on renewal of existing 
infrastructure to eliminate backlog 
(ROOD) 

100 

Million 

0.00 

0.00 

100 M 

Amatola 

Water 

Report 

28 Million 

28 Million 

Total spending to eliminate 
backlogs (ROOD) 



456 

Million 


562 Million 

562 Million 

Spending on maintenance to 
ensure no new backlogs (ROOD) 

8 000 

7 009 

6 969 

7 000 

5 697 

3 321 




Sanitation backlogs 







Backlogs to be eliminated (nO. HH 
not receiving the minimum 
standard service) 







Backlogs to be eliminated (%: total 

HH identified as backlog/total 
numb of HH in the municipality 







Spending on new infrastructure to 
eliminate backlogs (ROOD) 







Spending on renewal of existing 
infrastructure to eliminate backlog 
(ROOD) 







Total spending to eliminate 
backlogs (ROOD) 







Spending on maintenance to 
ensure no new backlogs (ROOD) 

2 000 

1082 

1023 

2 000 

1099 

530 

Road maintenance backlogs 








Backlogs to be eliminated (nO. HH 
not receiving the minimum 
standard service) 


Backlogs to be eliminated (%: total 
HH identified as backlog/total 
numb of HH in the municipality 


Spending on new infrastructure to 
eliminate backlogs (ROOD) 


Spending on renewal of existing 
infrastructure to eliminate backlog 
(ROOD) 


Total spending to eliminate 
backlogs (ROOD) 


Spending on maintenance to 
ensure no new backlogs (ROOD) 


Refuse removal 


Backlogs to be eliminated (nO. HH 
not receiving the minimum 
standard service) 


Backlogs to be eliminated (%: total 
HH identified as backlog/total 
numb of HH in the municipality 


Spending on new infrastructure to 
eliminate backlogs (ROOD) 


Spending on renewal of existing 
infrastructure to eliminate backlog 
(ROOD) 


Total spending to eliminate 
backlogs (ROOD) 


Spending on maintenance to 
ensure no new backlogs (ROOD) 


Housing and town planning 


Backlogs to be eliminated (nO. HH 
not receiving the minimum 
standard service) 


Backlogs to be eliminated (%: total 
HH identified as backlog/total 



numb of HH in the municipality 







Spending on new infrastructure to 
eliminate backlogs (ROOD) 







Spending on renewal of existing 
infrastructure to eliminate backlog 
(ROOD) 







Total spending to eliminate 
backlogs (ROOD) 







Spending on maintenance to 
ensure no new backlogs (ROOD) 









CHAPTER 3: MUNICIPAL LOCAL ECONOMIC DEVELOPMENT FRAMEWORK- 
(KPA 3) 

Chapter 3:Municipal LED framework implementation (KPA 3) 

The Amathole Regional Economic Development Strategy (AREDS) was developed in the 2006/07 
financial year and it was adopted by Council as a sector plan of the IDP in September of 2007. 
AREDS provides a framework within which economic development in the District should take 
place. 

Setting up a LED unit:- 

The Amathole District Municipality has a fully fledged LED Unit that was established at the 
District's infancy in 2000/01. The unit includes the Tourism, Enterprise Development, 
Agriculture, Heritage and Environment components. Each of these components has personnel 
that are skilled in the aforementioned aspects of LED. The Amathole District Municipality also 
has a Development Agency (Aspire) which is an implementation agent for small town 
regeneration and corridor intervention projects 

Local Economic Development expertise:- 

The staff members of the LED Unit have a vast array of skills that are required for them to carry 
out their designated tasks. All 20 staff members have post Matric qualifications in their 
respective fields like Tourism, Agriculture, Heritage and Environmental Management and 
Economic Development. 

LED stakeholder forum functionality:- 

The Amathole District Municipality had an LED Forum in the past , but this structure became 
defunct because of a number of different reasons. But, due to the importance this structure 
plays in economic development, the District is currently resuscitating this structure through the 
DTI funded capacity building Project Khulis' Umnotho . This structure is targeted to be active in 
the 2010/11 financial year 

Funding opportunities of LED activities (indicative figures on Donors/funders and types of 
program):- 

Total funding for LED Programmes and Projects amounted to for the 2008/09 financial year. Of 
this amount came from ADM's internal funds, the balance of R7 289 000 came from external 
stakeholders. The external funders include, the Department of Local Government and 
Traditional Affairs (DLGTA), the Department of Economic Development and Environmental 



Affairs (DEDEA), the Department of Environmental Affairs and Tourism (DEAT) as well as Thina 
Sinako (European Union) 

3.2 Progress towards achieving the LED key objectives 
a. Creation of markets and public confidence 

In this section, the municipality is expected to present actions implemented during the year 
gearing towards building the public and market confidence in the local economic activities. 

More specifically, the report should cover the following indicators: 

Spatial development framework (SDF)/Land use management system (LUMS) 

Red tape reduction: Turn-around time for licensing and other business related applications:- 

Red tape has been identified as a cost/hindrance to doing business in the District. A Red Tape 
Reduction Project has been identified to address this concernand an application has been 
submitted to potential funders the Investment Climate Facility. Local Municipalities have also 
been encouraged to submit their own applications as some red tape issues are particular to 
them 


• Investments and trading by-laws 

• Provision and maintenance of quality and reliable infrastructure: Roads; ITC; market 
places 

• Disaster management; 

b. Comparative and competitive advantages for identical activities: 

Exploit comparative and competitive advantage for industrial activities:- 

As part of the Amathole Regional Economic Development Strategy (AREDS) drafting exercise, 
dominant advantages and disadvantages of the Amathole District. These are: 

• Dominant Advantages 

• The habour at Buffalo City Municipality 

• The quality and talent of local people 

• Quality educational institutions 

• The environment 

• The established industrial sector 

The dominant disadvantages are: 

• The poor infrastructure 

• Distance from markets and raw materials 



• The cost of doing business 

• Lack of productive investment 

• Social, cultural and institutional adaptation to a post apartheid global economy 

Due to variability and neglect of investment in the Amathole Region over time, the competitive 
advantages are not well developed. The District has a number of "comparative advantages", but 
competition at the global level is high and it is unlikely that the District comparative advantages 
on their own will ensure sufficient economic activity to meet thedemand for employment. 
Therefore, while the LED Strategy (AREDS) builds on comparative advantage, it also caters for 
the development of competitive advantage in new sectors. 

The Districts' focus on economic development is sectorally based on three sectors where it has a 
comparative advantage. These sectors are: 

• Tourism 

• Agriculture 

• Manufacturing 

The District also focuses on enterprise development which is basically the support that is 
provided to SMME;s and Cooperatives. This focus comes about because of the realisation of the 
important role that these enterprises can play in broadening the economic options of the poor, 
especially the rural poor. 

Sector Based interventions 

Tourism 

The section operates under the guidance of the Tourism Master Plan which has recommended 
six framework programmes which are as follows: 

• Institutional arrangements 

• Marketing of the District as a tourist destination 

• Tourism product development 

• Tourism spatial development 

• Tourism investments 

• BEE charter and transformation 

It also recommended that events and festivals should be initiated and supported. Against this 
background, the ADM supported the following events in the year under review 




Hogsback Xmas in July (July 2009) 
Grahams town Arts Festival (July 2009) 
ADM Mayors Challenge (September 2009) 


• Amahlathi Craft Mania (September 2009) 

• Bedford Garden Festival (October 2009) 

• Great Kei Summer Festival (December 2009) 

• Africa Open Golf Challenge (January 2010) 

As part of its endeavours to support the tourism industry, the ADM has also partnered with 
communities in the establishment as well as refurbishment of tourism facilities in their localities. 
This process has gone well in areas like Chata ,lkhamanga Cultural Village, Mount Pleasant, 
Nxuba Chalets Development and the Bawa Falls Project. 

Closely linked to the tourism programme is the Heritage Resources Programme which 
undertook the following programmes during the financial year.The District has been able to 
unveil the Alice Rehabilitation Programme. Through the programme the District was able to 
provide interpretive boards and signage, which would enable visitors and locals in general to 
consume the knowledge generated. This programme also saw a massive attendance by 
members of our province who are now based in other provinces. In November 2009, the 
municipality has been able to get more partners in staging the Second SEK Mqhayi National 
Language Conference. The municipality has also been able to hold its District Liberation Heritage 
Route Summit. From the resolutions of this summit we were able to prioritize sites of 
international, national, provincial and local importance. However, challenges of underfunding 
continue to threaten our efforts of accelerating the resolve of transforming our heritage 
landscape to provide a sense of identity and belonging. 

Agriculture 

The District has realised the importance of the sector and the role that it can play in 
transforming the livelihood of the people of the District. This sector is also important for food 
security of the people of the District. In this regard the ADM has supported communities and 
projects with mechanisation and inputs. The funds utilised for this amount to R2 4 million with 
636 beneficiaries. 

C. ENTERPRISE DEVELOPMENT 

Intensify Enterprise support and business development 

Amathole District Municipality under the Enterprise Development Unit provides support to co- 
operative businesses and Small Medium Micro Enterprises. ADM provides both financial and 
non-financial support to enterprises operating within the District. 

SMME PROGRAMME 

Though the definition of an SMME would include also co-operatives, ADM refers to SMMEsas 
those businesses that are individually owned or owned by two people, not community groups. 


ADM entered into a partnership agreement with National Small Industries Corporation (of 
India). Their brief was to develop an SMME strategy for the District. The strategy has made the 
following recommendations with proposed programmes: 

• Creating a conducive policy and regulatory environment 

• Institutional arrangements and capacity building 

• Human resource development and capacity building 

• Enhancing SMME marketing capabilities 

• Access to finance 

• Access to technology 

• Agro-rural SMME support 

In March 2010, the ADM successfully hosted the Franchise Opportunity Day, which is an 
information sharing day amongst those that want to start their own businesses. The session 
mainly focussed on empowering those that want to start their own franchise businesses. This is 
mainly because it has been identified that franchising is a business opportunity that has not 
been tapped into by black business due to tough requirements and regulations. 

With regards to bigger businesses, the ADM, established and launched the Amathole Business 
Advisory Forum (or ABAF) for short, which is a structure constituted of business personalities 
and representatives of business institutions. This programme is an outcome of the Growth and 
Development Summit and serves to enhance the communication between government and 
business. The following are the issues that the ABAF will be dealing with amongst other things 
the engagement between business and ADM on possible areas of improving the Districts global 
competitiveness. The objective of the ABAF is also the creation of a vibrant local and regional 
business environment by engaging the ADM on policies and regulations. 

These include but are not limited to: 

• The elimination of administrative red tape 

• Zoning and access to land 

• Building permits 

• Environmental regulations 

• Health and safety regulations 

• Municipal rates and taxes 

• Supply chain management 

CO-OPERATIVES DEVELOPMENT 

ADM is in the process of developing the co-operative strategy, a document which will guide the 
co-operative programme. ADM assisted co-operatives within the District to establish a co- 
operatives forum. The structure was established purely for networking amongst co-operatives 
within the District. 



ADM also hosted its second Co-operatives Indaba in December 2009, which has become an 
annual event for the District. The event targeted all registered co-operatives within and outside 
the District. The aim of the event was to create a platform for information sharing; the event 
also targets international co-operatives for best practices. The event was attended by more 
than 200 co-operatives that are operating within the District and other stakeholders that are 
involved in co-operatives development. 

The ADM has also procured various machinery and equipment for more than 20 cooperatives 
during the financial year, to help them become sustainable businesses that contribute to the 
economy of the region. 

d. Social investment program 

Sustainable developmental community /social development program (SDCIP) is about moving 
beyond project-based community economic development. It is rather a much more empowering 
approach, utilising innovative methodologies to systematically build community competence 
and capacity. The municipality under this section is therefore expected to present its plan to 
create the conditions for the second economy through Community based organizations and 
informal business associations. Type of information expected include: number of cooperatives, 
small business associations and women/youth associations, develop and maintain 
unemployment data base. 

3.3 Annual performance as per key performance indicators in LED 



Indicator name 

Target set for 
the year 

Achievement 
level during the 
year (absolute 
figure) 

Achievement 
percentage 
during the year 

1 

Percentage of LED Budget spent 
on LED related activities. 




2 

Number of LED stakeholder 
forum held 




3 

Percentage of SMME that have 
benefited from a SMME 
support program 




4 

Number of job opportunities 
created through EPWP 




5 

Number of job opportunities 
created through PPP 







3.4 Challenges regarding LED strategy implementation 

There seems to be a silo mentality amongst stakeholders that are involved in economic 
development in the District. There also seems to be confusion about the roles each of the 
stakeholders should be playing with regards to economic development. As a result of this , there 
is often duplication of projects and programmes by these stakeholders. The resuscitation of the 
LED Forum should help mitigate these problems as this structure provides a platform where 
stakeholders will make known their programmes and projects. This structure is also expected to 
provide a platform of robust debate and where problems can be solved by the expertise that 
will be offered by the different stakeholders 

Lack of funding 

This problem is partially solved by the submission of application proposals to the various 
funders. ADM also has a Donor Management Policy that provides mechanisms for accessing 
funding from various local as well as international donors. However, it has proven difficult to 
source such funds as funding in many institutions has dried up because of the recession. 



Chapter 4: MUNICIPAL FINANCIAL VIABILITY AND MANAGEMENT (KPA 4) 
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Mayor's foreword for the Annual Financial Statements 2009/10 


This has been one of the most challenging years for Amathole District Municipality in respect of 
financial management. Actual revenue in total exceeded the budgeted revenue by an amount in 
excess of R28m. This is attributed to improvements in the government grant allocations in respect 
of equitable share and conditional grants. There were challenges regarding the collection of service 
revenue for water and sanitation revenue as well as solid waste. Revenue from water and 
sanitation improved from an average collection rate of 30% during 2008/09 to 43% during the 
2009/10 financial year. The solid waste site agreements could not be finalised with the Mnquma 
and Mbhashe local municipalities during the 2009/10 financial year and the process towards 
finalisation is continuing. 


The available budget was utilised to roll out strategic projects, which include the water reticulation 
networks in the Mnquma and Mbhashe local municipal areas. The tender processes were being 
finalised in respect of the much-awaited accelerated rural sanitation programme, where rural 
communities will have the dignity of VIP latrines within their yards. The capacity of ASPIRE to roll 
out the small towns development programme was enhanced with improvements in the allocation 
of funds from ADM. 


There was an escalation in the drought situation in the district, affecting the Nxuba, Great Kei, 
Mnquma and Mbhashe areas severely. Even though the Amathole District area was declared a 
drought disaster zone in a formal gazette, ADM had to rely on its own contribution to the disaster 
fund to cart water to areas adversely affected by the drought. The effect of drought included the 
non-availability of billable services in some town settlements and deterioration into free basic 
services as a result of tanker services into the 200 meter radius of service availability. 
Consequently, billable customers became free basic service beneficiaries overnight. 

Amathole District Municipality households never recovered from the economic recession during the 
year. As a result, more indigent registrations took place. A total of 4 928 indigents qualified for 
subsidies during the 2009/10 financial year against the estimated 61 245 billable households. The 
outstanding debt remained significantly high at R39.5m, almost R3m higher than the previous 
financial year. This was the case, despite improvements in the credit control and debt collection 
processes. 

Amathole District Municipality inherited infrastructure assets and service customers from local 
municipalities in July 2006. There was a need to develop databases for the transferred assets, 
namely infrastructure assets and service debtors. The verification and valuation of infrastructure 
assets started during the 2008/09 financial year through the focus on the high- and medium- 
confidence assets. During the 2009/10 financial year, the low-confidence assets were verified and 
valued. The approach to the low-confidence assets was different in the sense that it included 
componentisation, whereas the process for the high and medium was aggregated. The 
componentisation will continue for the high and medium confidence schemes beyond the 2009/10 
financial year. 



The district municipality did not enjoy the same accounting exemptions for revenue databases as 
was the case with infrastructure assets. There was therefore no opportunity to have a gradual 
clean-up of the revenue databases. During the 2008/09 financial year, Amathole District 
Municipality received a qualified audit opinion based on the inaccuracies in the customer and 
debtors' database. A revenue data cleansing project was in the third year of implementation during 
the 2009/10 financial year and the signs were that the manual process would take too long without 
significant results. The manual processes were thus augmented during the year with the 
procurement of financial system providers to fast-track the cleaning process. 


The planning and procurement challenges continued during the 2009/10 financial year in respect of 
internally and externally funded priority projects. The impacts of these challenges were the roll 
over requests during the 2010/11 financial year for projects funded for 2009/10. Procurement plans 
that were initiated during the 2009/10 financial year were monitored towards the year end and the 
impacts of these can only be visible from 2010/11 onwards. These culminated in the commitments 
register that was developed on the DIMS system during the year. 


The Provincialisation of the Primary Health Care was delayed by the lack of readiness of the 
Provincial Department of Health to take over the function. Negotiations are still underway to have 
a quick and smooth transfer of the function. Amathole District Municipality incurred more 
expenditure to fund the Primary Health Services than originally planned as a result of this. 

There was a significant involvement of councillors and top management in the resolution of auditor 
general reporting matters. Action plans that were developed by managers were subject of 
discussions in the Mayoral Committee and Council on a quarterly basis. The last report shows a 
resolution of 73% of the matters reported, with the matters outstanding reflecting the revenue and 
receivables as well as service coverage information. These are the matters still being resolved using 
information systems interventions. 

There were deliberations in Council, dealing with matters of fruitless, wasteful and irregular 
expenditure. In these deliberations. Council was convinced of management actions to minimise 
these kinds of undesirable expenditures. 


The financial year started with a Good Governance Summit, which was also facilitated by 
stakeholders which included members of the Provincial Cabinet. Issues addressed included political 
instability, capacity challenges, negative audit outcomes and service delivery challenges. The 
summit was held on the 24^^ and 25^^ of August 2009 and focused on, amongst others: 

Ingredients for functional and viable municipalities. 

Effective steps towards clean audits. 

The establishment and management of multi-jurisdictional service centres and shared service 
centres. 



The restoration of community confidence in the local government sphere. 


The Summit culminated in the signing of commitments by mayors of local municipalities and the 
district municipality to good governance. Subsequent to the summit, service level agreements were 
signed between ADM and local municipalities in respect of required municipal support services. 

The ADM reiterates its unwavering commitment to ensure good governance within and in its 
practice of municipal support towards effective service delivery. 

On behalf of Council I am proud to present the financial statements for 2009/10, which reflects our 
achievements over the past year. I take this opportunity to thank all our councillors, officials and 
stakeholders for their hard work in making these successes possible, despite the immense 
challenges encountered. We look forward to a more successful and productive year ahead, 
precisely because TOGETHER WE CAN DO MORE. 

Sincerely 



ALDERMAN SAKHUMZI SOMYO 
EXECUTIVE MAYOR 



AMATHOLE DISTRICT MUNICIPALITY 
STATEMENTS OF FINANCIAL POSITION AT 30 JUNE 2010 




2009/10 



2008/09 







Notes 



R 



R 
















ASSETS 







1,480,031,073 



1,388,924,520 



Non-current assets 





1,338,829,587 



1,251,174,290 



Infrastructure, plant and equipment 

1 



139,764,959 



136,418,737 



Investment property 



2 



888,928 



989,220 



Intangible assets 



3 



1,000 



1,000 



Investment in subsidiary 


4.1 



546,599 



341,274 



Longterm receivables 


5 



860,199,035 



789,261,013 



Current assets 






10,000,985 



9,165,578 



Inventory 




6 



39,544,503 



36,223,702 



Consumer debtors 



7 



41,843,816 



27,812,842 



Other receivables 



8 



6,568 



29,820 



Current portion of long-term receivables 

5 



- 



- 



Taxation - provisional tax 


28 



20,940,307 



48,112,332 



VAT receivable 



9 



468,089,685 



477,468,424 



Financial Assets - Investments 


4.2 



279,773,173 



190,448,316 



Cash and cash equivalents 


10 
















2,340,230,108 



2,178,185,534 



Total Assets 












NET ASSETS AND LIABILITIES 




99,952,773 



111,874,913 



Non-current liabilities 





265,392 



219,218 



Finance lease obligation 


11 



91,963,230 



105,192,166 



Defined benefit obligations 


13 



7,724,151 



6,463,529 



Leave accrual 



15.1 



258,298,116 



285,566,013 



Current liabilities 






350,479 



385,506 



Current portion of finance lease obligation 

11 



213,796 



165,789 



Operating lease liability 


12 



1,398,833 



965,670 



Consumer deposits 



14 



125,368,595 



84,450,429 



Trade and other payables 


15 



- 



- 



Taxation 




28 



3,482,797 



558,177 



Provisions 



16 



127,483,617 



199,040,442 



Unspent conditional grants and receipts 

19.3 
















358,250,889 



397,440,926 



Total Liabilities 



















1,981,979,218 



1,780,744,608 



Net assets 






18,428,956 



7,109,925 



Revaluation reserve 







1,963,550,262 



1,773,634,682 



Accumulated surplus/(deficit) 
















2,340,230,108 



2,178,185,534 



Total Net Assets and Liabilities 



AMATHOLE DISTRICT MUNICIPALITY 

STATEMENTS OF FINANCIAL PERFOMANCE FOR THE YEAR ENDED 30 JUNE 2010 


MUNICIPALITY 




GROUP 


Actuals 




Actuals 

2009/10 

2008/09 


Notes 

2009/10 

2008/09 

R 

R 



R 

R 



REVENUE 




86,826,453 

80,299,225 

Service charges 

17 

86,826,453 

80,299,225 

12,276 

110,312 

Regional service charges 

18 

12,276 

110,312 

233,425 

203,609 

Rental of facilities & equipment 


233,425 

203,609 

2,176,861 

19,621,528 

Income for agency services 

19.2 

2,176,861 

19,621,528 

714,358,440 

538,614,544 

Government grants & subsidies 

19 

724,416,358 

540,958,622 

35,034,763 

24,901,536 

Other income 

20 

35,611,817 

25,006,536 

48,656,784 

62,393,637 

Interest earned - external investments 

30 

49,294,122 

63,208,798 

13,673,797 

15,273,226 

Interest earned - outstanding receivables 

31 

13,673,797 

15,273,226 

- 

1,903 

Bad debts recovered 


- 

1,903 

900,972,800 

741,419,520 

Total Revenue 


912,245,110 

744,683,759 



EXPENDITURE 




181,355,762 

198,340,072 

Employee costs 

23 

185,204,329 

201,873,440 

10,184,714 

9,743,317 

Remuneration of councillors and directors 

24 

10,320,609 

9,800,507 

53,284,519 

56,173,765 

Bad debts 

32 

53,284,519 

56,173,765 

1,506,682 

1,540,565 

Collection costs 


1,532,705 

1,540,565 

42,915,009 

91,256,965 

Depreciation and amortisation 

21 

42,992,252 

91,337,739 

13,022,692 

17,412,271 

Repairs & maintenance 


13,065,808 

17,444,539 

91,580 

490,691 

Finance costs 

33 

97,185 

490,691 

174,600,207 

77,750,541 

Grants & subsidies paid 

27.1 

186,245,313 

83,064,327 

(4,590,935) 

16,787,183 

Grants & subsidies paid: capital 

27.2 

(4,590,935) 

16,787,183 

235,578,751 

211,189,422 

General expenses 

22 

229,320,413 

206,109,893 

707,948,980 

680,684,792 

Total Expenditure 


717,472,197 

684,622,649 

193,023,820 

60,734,728 

OPERATING SURPLUS 


194,772,913 

60,061,111 

(3,803,086) 

808,186 

Gain/(loss) on disposal of assets 

21 

(3,791,945) 

816,945 

189,220,734 

61,542,914 

SURPLUS FOR THE YEAR 


190,980,967 

60,878,055 

- 

- 

Less: Taxation 

28 

(3,119) 

(2,452) 

189,220,734 

61,542,914 



190,977,848 

60,875,603 

Refer to Appendix E (1) for explanation of variances 


AMATHOLE DISTRICT MUNICIPALITY 

STATEMENTS OF CHANGES IN NET ASSETS FOR THE YEAR ENDED 30 JUNE 2010 



Notes 

Revaluation 

Reserve 

Accumulated 

Surplus/ 

(Deficit) 

Total 

Balance at 1 July 2008 

Opening balance as previously reported 

Changes in accounting policies 

Correction of prior period errors 

38 

39 

7,817,133 

809,275,128 

463,041,124 

439,068,309 

817,092,261 

463,041,162 

439,068,348 

Balance at 1 July 2008 as restated 

Deficit for the year 

Transfer from reserve 


7,817,133 

(707,208) 

1,711,384,561 

61,542,914 

707,208 

1,719,201,771 

61,542,914 



(707,208) 

62,250,122 

61,542,914 

Balance at 30 June 2009 


7,109,925 

1,773,634,682 

1,780,744,685 

Opening balance 1 July 2009 


7,109,925 

1,773,634,682 

1,780,744,685 

Surplus on the revaluation of property 

Deficit for the year 

Transfer from reserve 


12,013,877 

(694,846) 

189,220,734 

694,846 

12,013,877 

189,220,734 



11,319,031 

189,915,580 

201,234,611 

Balance at 30 June 2010 


18,428,956 

1,963,550,262 

1,981,979,218 




AMATHOLE DISTRICT MUNICIPALITY 
CASH FLOW STATEMENT FOR THE YEAR ENDED 30 JUNE 2010 


CASH FLOW FROM OPERATING ACTIVITIES 
Receipts 

Sales of goods and services 
Grants 

Interest received 
Other receipts 
Payments 
Employee costs 
Suppliers 
Interest paid 
Other payments 

Cash generated from operations 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of property, plant and equipment 
Proceeds on disposal of property, plant and equipment 
Decrease in long term receivables 
Purchase of financial assets 

NET CASH FROM INVESTING ACTIVITIES 
CASH FLOWS FROM FINANCING ACTIVITIES 

Finance lease payments 
(Decrease)/lncrease in long term loan 
Proceeds from consumer deposits 

NET CASH FROM FINANCING ACTIVITIES 
NET CASH FLOW 

NET INCREASE/(DECREASE) IN CASH AND CASH EQUIVALENTS 

Cash and cash equivalents at the beginning of year 
Cash and cash equivalents at year end 


Notes 


30, 

31 


33 


34 


10 



AMATHOLE DISTRICT MUNICIPALITY 
ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 
ACCOUNTING POLICIES 


BASIS OF ACCOUNTING 
I.IBASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of accounting and are 
in accordance with historical cost convention, unless specified otherwise. The annual financial 
statements have been prepared in accordance with the effective Standards of Generally 
Recognised Accounting Practice (GRAP), including any interpretations and directives issued by 
the Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance 
Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial 
statements are set out below. 

Assets, liabilities, revenues and expenses have not been offset except as required or permitted 
by a Standard of GRAP. The accounting policies applied are consistent with those used to 
present the previous year's financial statements, unless explicitly stated. The details of any 
changes in accounting policies are explained in the relevant policy. 

1.2SIGNIFICANT JUDGEMENTS, ESTIMATES AND ASSUMPTIONS 

In the process of applying the municipality's accounting policies, management has made the 
following significant accounting judgements, estimates and assumptions, which have a 
significant effect on the amounts recognised in the financial statements: 

Operating lease commitments -Municipality as lessor 

The Municipality has entered into commercial property leases on its investment property 
portfolio. The Municipality has determined that it retains all the significant risks and rewards of 
ownership of these properties and thus accounts for them as operating leases. 

Pension and other post-employment benefits 

The cost of defined benefit pension plans and other employment medical benefits are 
determined using actuarial valuations. The actuarial valuation involves making assumptions 
about discount rates, expected rates of return on assets, future salary increases, morality rates 
and future pension increases. Due to long -term nature of these plans, such estimates are 
subject to significant uncertainty. 


Impairment of trade receivables 


The calculation in respect of the impairment of debtors is based on an assessment of the extent 
to which debtors have defaulted on payments already due, and an assessment of their ability to 
make payments based on their creditworthiness. This was performed per debtor type. 

Property, plant and equipment 

The useful lives of assets are based on management's estimation. Management considers the 
impact of technology, availability of capital funding, service requirements and required return 
on assets to determine the optimum usefullife expectation, where appropriate. The estimation 
of residual values of assetsis also based on management's judgment whether the assets will be 
sold or used to the end of their useful lives, and in what condition they will be at the time. 

Infrastructure assets 

The determination of the fair value of the water infrastructure assets is based upon assumptions 
and professional judgment applied by consulting engineers using best engineering practice and 
industry norms and standards. 

The following assumptions have been made in the compilation of the low data confidence 
infrastructure asset register: 

- The construction year is estimated using sources in the following order of precedence: 

Available technical records, interviewing of operations staff, comparison with adjacent 
infrastructure. When the date of acquisition is not known and the construction year is 
estimated, the acquisition date is assumed to be on the 1st day of January in the year of 
construction. 

- The consumption of the benefits of infrastructure assets are predominantly uniform over the 
life of the assets. 

The depreciation is therefore assumed to be straight line for all infrastructure assets. 

- The residual value of all civil infrastructure assets is negligible as there is no open market for 
the materials used in civil infrastructure and the realizable value is very small. The scrap value 
of mechanical and electrical plant is also negligible. 

- To calculate the asset value at 1 July 2006, the current replacement cost at 30 June 2010 was 
indexed back using the SA Building and Construction lndex[l]. The last 12 months index figures 
were not available from the Department of Trade and Industry, so the Service Provider's index 
tracking published on its internal website was used to update the published indices. The 
Remaining Useful Life was estimated using a combination of visual inspection and information 
on asset performance provided by the operations staff. 


For hidden assets, such as pipes, the assessment is based on the age of the pipes and 
Informationon performance from the operations staff. 

Water stock 

The estimation of the water stock in the reservoirs and pipelines is based on an assumption of 
the network reticulation capacity at year end. Existing drought conditions have also been taken 
into consideration. 

The water stock on hand has been estimated using engineering best practice and industry norms 
and standards. 

Provisions and contingent liabilities 

Management's judgment is required when recognizing and measuring provisions and when 
measuring Contingent liabilities. Provisions are discounted where the effect of discounting is 
material. 

Held-to-maturity financial assets 

Management has reviewed the held-to-maturity financial assets in light of its capital 
management and liquidity requirements and has confirmed the positive intention and ability to 
hold these asserts to maturity. 

1.3. CONSOLIDATED FINANCIAL STATEMENTS 

The municipality's financial statements incorporate the financial statements of the parent entity, 
AmatholeDistrict Municipality, andits municipal entity, Amathole Economic Development 
Agency, presented as a single entity and consolidated at the same reporting date as the parent 
entity. 

All inter-entity transactions and balances, unrealized gains and losses within the economic entity 
are eliminated upon consolidation. Where appropriate the accounting policies of controlled 
entities conformto the policies adopted by the Municipality. 

1.4. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the functional 
currency of the municipality. The amounts in the annual financial statements are rounded to the 
nearest rand. 

1.5. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 


1.6.C0MPARATIVE INFORMATION 


Current year comparatives (budget) 

Budget information in accordance with GRAP 1, has been provided in an annexure to these 
financial statements. In addition a note has been added to the annual financial statements, for 
the currentfinancial year only. 

Prior year comparatives 

When the presentation or classification of items in the annual financial statements is amended, 
prior period Comparativeamounts are reclassified and restated. The nature and reason for the 
reclassification andrestatement are disclosed in the Notes to the Financial Statements. Where 
accounting errors havebeen identified in the cuthe correction is made retrospectively as far as is 
practicable, and the prior yearand the prior year comparatives are restated accordingly. Where 
there has been a change in accountingpolicy in the current year, the adjustment is made 
retrospectively as far as is practicable, and the prioryear comparatives are restated accordingly. 


1.7.STANDARDS, AMENDMENTS TO STANDARDS AND INTERPRETATIONS ISSUED 
BUT NOT YET EFFECTIVE 

A number of new GRAP standards where issued but are not yet effective for the year ended 30 
June 2010 and are presented below: 


No. 

Title of standard 

Impact on financial statements 

GRAP 18 

Segment reporting 

No segment required for 2009/10 reporting 
period 

GARP21 

Impairment of non-cash generating 
assets 

Full compliance not required 

GRAP 23 

Revenue form non-exchange 
generating assets 

Full compliance not required 

GRAP 24 

Revenue from non-exchange 
transactions (taxes and transfers) 

Full compliance not required 

GRAP 25 

Employee benefits 

Not required for 2009/10 reporting period. 

IAS 19 and 

GRAP 126 

Impairment of cash generating 

Full compliance not required. IAS 36 applied 
to 

GRAP103 

Fleritage assets 

Full compliance not required 

GRAP104 

Financial instruments 

Not required for 09/10 reporting period. IAS 
32, IAS 


The municipality has adopted IAS 36 Impairment for impairment testing in conjunction with the 
tools issued by National Treasury. Where a Standard of GRAP is approved as effective, it replaces 
the equivalent Statement ofIPSAS, IFRS or SA GAAP. 


Where a standard of GRAP has been issued, but not yet in effect, an entity may select to apply 
the principles established in that standard in developing an appropriate accounting policy 
dealing with a particularsection or event before applyingparagraph .12 of the Standard of GRAP 
on Accounting Policies, Changes in in Accounting Estimates and Errors. 

2. RESERVES 

The municipality maintains reserves in terms of specific requirements. 

2.1REVALUATION RESERVE 

The surplus arising from the revaluation of land and buildings is credited to a non-distributable 
reserve. 

The re-valued assets are depreciated, through a transfer from the revaluation reserve to the 
accumulatedsurplus/ (deficit). On disposal, the net revaluation surplus is transferred to the 
accumulated surplus/ (deficit)while gains or losses on disposal, based on re-valued amounts, are 
credited or charged to the Statement of Financial Performance. 

The surplus arising from the revaluation of land and buildings is credited directly to equity in the 
revaluation reserve. The increase is recognized in surplus or deficit to the extent that it reverses 
a revaluation decrease of the same asset previously recognized in surplus or deficit.Any 
decrease in an asset's carrying amount, as a result of a revaluation, is recognized in surplus or 
deficit in the current period. The decrease is debited directly to equity in the revaluation reserve 
to the extent of any credit balance existing in the revaluation surplus in respect of that asset. 
Depreciation on re-valued buildings is charged to surplus or deficit. On the subsequent sale or 
retirementof a re-valued property, the attributable revaluation surplus remaining in the 
properties revaluation reserve is transferred directly to accumulated surplus/(deficit). 

3. PROPERTY, PLANT AND EQUIPMENT 
3.1INITIAL RECOGNITION 

Property, plant and equipment is stated at cost, less accumulated depreciation.The cost of an 
item of property, plant and equipment is recognized as an asset when: 

- it is probable that future economic benefits associated with the item will flow to the company; 
and 

- the cost of the item can be measured reliably. 

The cost of an item of property, plant and equipment include costs incurred initially to acquire 
or construct an item of property, plant and equipment and costs incurred subsequently to add 
to, replace part of,or service it. If a replacement cost is recognized in the carrying amount of an 


item of property, plant and equipment, the carrying amount of the replaced part is 
derecognized. 

When significant components of an item of property, plan and equipment have different useful 
lives, they are accounted for as separate items (major components) of property, plant and 
equipment. Where an asset is acquired by the municipality for no or nominal consideration (i.e. 
a non-exchange transaction), the cost is deemed to be equal to the fair value of that asset on 
the date acquired. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary 
asset or monetary assets, or a combination of monetary and non-monetary assets was 
measured at its fair 

value. If the acquired item could not be measured at its fair value, its cost was measured at the 
carrying amounts of the asset(s) given up. 

3.2SUBSEQUENT MEASUREMENT - COST MODEL 

Subsequent to initial recognition, items of plant and equipment are measured at cost less 
accumulated depreciation and impairment losses. 

Where the municipality replaces parts of an asset, it derecognizes the part of the asset being 
replaced and capitalises the new component. Subsequent expenditure incurred on an asset 
iscapitalized when it increases the capacity or future economic benefits associated with the 
asset. 

3.3SUBSEQUENT MEASUREMENT - REVALUATION MODEL (LAND AND BUILDINGS) 

Land and buildings are carried at the re-valued amount, being the fair value at the date of 
revaluation less any such that the carrying amount does not differ materially from that which 
would be determined using fair value at the statement of financial position date. Land and 
buildings are re-valued every 3-5 years. 

An increase in an asset's carrying amount, as a result of a revaluation, is credited directly to 
equity in the revaluation reserve. The increase is recognised in surplus or deficit to the extent 
that it asset previously reverses a revaluation decrease of the same recognised in surplus or 
deficit. 

A decrease in an asset's carrying amount, as a result of a revaluation, is recognised in surplus or 
deficit in the current period. The decrease is debited directly to equity in the revaluation 
reserve to the extent of any credit balance existing in the revaluation surplus in respect of that 
asset. 


3.4DEPRECIATION AND IMPAIRMENT 


The depreciation charge for each period is recognised in surplus or deficit unless it is included in 
the carrying amount of another asset. Land is not depreciated as it is deemed to have an 
indefinite life. Items purchased less than R5000 in value are capitalised and fully depreciated in 
the year of purchase. 

Depreciation is calculated on the depreciable amount, using the straight-line method over the 
estimated useful lives of the assets. The annual depreciation rates are based on the following 
asset lives: 

Infrastructure 

Other 

Roads and paving 
Buildings 
Pedestrian malls 
Specialist vehicles 
Electricity 
Other vehicles 
Water 

Office equipment 
Sewerage 

Furniture and fittings 

Housing 

Watercraft 


Community 


Bins and containers 
Improvements 

Specialised plant and equipment 

Recreational facilities 

Other items of plant and equipment 

Security 


5 

10-30 

10-15 


20 

2- 5 

3- 5 


The municipality maintains and acquires assets to provide a social service to the community, 
with no 

intention of disposing of the assets for any economic gain and thus no residual values are 
determined other than for motor vehicles. Residual values are estimated at 10% of the purchase 
cost of the asset (motor vehicles). The depreciable amount of an asset determined after 
deducting the residual value of the asset. 


The residual value, the useful life of an asset and the depreciation method, if not insignificant, 
are reviewed annually and any changes are recognised as a change in accounting estimate in the 
statement the Statement of Financial Performance. 


The municipality tests for impairment where there is an indication that an asset may be 
impaired. An assessment of whether there is an indication of possible impairment is done at 
each reporting date. 

Where the carrying value of an item of property, plant and equipment is greater than the 
estimated recoverable amount (or recoverable service amount), it is written down immediately 
to its recoverable amount(or recoverable service amount) and an impairment loss is charged to 
the Statements of Financial Performance. 

An impairment is reversed only to the extent that the asset's carrying amount does not exceed 
the carrying amount that would have been determined had no impairment been recognised. A 
reversal of an impairment is recognised in the Statement of Financial Performance Assets are 
capitalised on the last day of the month of purchase. 

Assets under construction are carried at cost. Depreciation of an asset commences when the 
asset is ready for its intended use. 

Assets held under finance leases are depreciated over the shorter of the lease term and the 
estimated useful lives of the assets. 

3.5DERECOGNITION 

Items of Property, Plant and Equipment are derecognised when the asset is disposed of or when 
there are no further economic benefits or service potential expected from the use of the asset. 

The gain or loss arising from the de-recognition of an item of property, plant and equipment is 
included in the Statement of Financial Performance when the item is derecognised. The gain or 
loss arising from the de-recognition of an item of property, plant and equipment is determined 
as the difference between the sales proceeds, if any, and the carrying value of item. 

3.6INFRASTRUCTURE ASSETS 

Water infrastructure assets were transferred to the municipality on 1 July 2006 when the 
municipality assumed responsibility for the provision of water and sanitation services in its 
district in terms of Government Notice 849 issued in terms of section 84(3)(a) of the Municipal 
Structures Act, 1998 (Act No. 117 of 1998). These assets are recognised at fair value on the date 
of acquisition and depreciated to their estimated residual lives on the straight line basis over 
their estimated useful lives. 


A three year implementation plan for the identification and valuation of these water 
infrastructure assets inherited from the local municipalities has been approved by Council due 
to the lack of sufficient data pertaining to each scheme. The implementation plan will assist in 
the physical identification and condition analysis of all major components of each scheme. 

The identification of the water infrastructure assets is based upon assumptions and professional 
judgement applied by consulting engineers using best engineering practice and industry norms 
and standards. During the current year, all "low data confidence" schemes were physically 
verified by consulting engineers. Any uncertainties using engineering best practice and 
accepted norms were corrected prospectively. 

The ASB Directive 7 indicates that 'deemed cost' can be used (Depreciated Replacement Cost 
method for infrastructure) when an entity initially recognizes an asset and the acquisition cost 
are not available. All the low confidence schemes were developed prior to 2006 and asset costs 
are not available. To improve the low confidence data, the study required the determination of 
deemed cost at 1 July 2006 and that depreciation be reflected from that date forwards to 30 
June 2010. The deemed cost was determined by estimating the asset depreciated replacement 
cost at 1 July 2006. 

GRAP 17 requires that each part of an item of PPE with a cost that is significant in relation to the 
total cost of the item of PPE and with a different expected useful life be depreciated separately. 

The infrastructure was componentized to a level that satisfies the differing useful lives 
requirement as well as the practical management requirements. 

In the case of reticulation pipelines where no spatial data is currently available, it is impractical 
and very costly to survey the exact location of every reticulation pipe. In these cases, the extent 
of the pipelines were calculated and grouped. 

Specialised buildings associated with the infrastructure facility and are included in the 
infrastructure asset register. These buildings are valued using the depreciated replacement cost 
method. The Remaining Useful Life was estimated using a combination of visual inspection and 
information on asset performance provided by operations staff. For hidden assets, such as 
pipes, the assessment is based on the age of the pipes and information on performance from 
the operations staff. 

The municipality has till the end of June 2011 to measure property, plant and equipment in 
terms of GRAP 17.The provisional amounts previously recognised are retrospectively adjusted to 
reflect new information obtained about facts and circumstances that existed at the transfer 
date. 



4. INTANGIBLE ASSETS 


4.1INITIAL RECOGNITION 

An intangible asset is defined as an identifiable non-monetary asset without physical substance, 
held for use in the production or supply of goods or services, for rental to others, or for 
administrative purposes. 


An intangible asset is recognised when: 

- it is probable that the expected future economic benefits that are attributable to the asset will 
flow to the municipality; and 

- the cost of the asset can be measured reliably. 

Intangible assets are initially recognised at cost. Expenditure on research (or on the research 
phase of an internal project) is recognised as an expense when it is incurred. Internally 
generated brands, mastheads, publishing titles, customer lists and items similar in substance are 
not recognized as intangible assets. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a 
non-exchange transaction),the cost is deemed to be equal to the fair value of that asset on the 
date acquired. Where an intangible asset is acquired in exchange for a non-monetary asset or 
monetary assets, or a combination of monetary and non-monetary assets, the asset acquired is 
initially measured at fair value (the cost). If the acquired item's fair value was not determinable, 
it's deemed cost is the carrying amount of the asset(s) given up. 

4.2SUBSEQUENT MEASUREMENT - COST MODEL 

Intangible assets are carried at cost less any accumulated amortisation. An intangible asset is 
regarded as having an indefinite useful life when, based on all relevant factors, there is not 
foreseeable limit to the period over which the asset is expected to generate net cash inflows. 
Amortisation is not provided for these intangible assets, but is subject to an annual impairment 
test. For all other intangible assets amortisation is provided on a straight line basis over their 
useful life. 

4.3AMORTISATION AND IMPAIRMENT 

Amortisation is provided to write down the finite intangible assets, on a straight line basis, over 
their estimated useful lives as follows: 

Item Useful life 


Computer software - Application software 


3 years 


The amortisation period and the amortisation method for an intangible asset with a finite useful 
life are reviewed at each reporting date and any changes are recognised as a change in 
accounting estimate in the Statement of Financial Performance. Amortisation shall commence 
when the asset is available for intended use. 

The municipality tests intangible assets with finite useful lives for impairment where there is an 
indication that an asset may be impaired. An assessment of whether there is an indication of 
possible impairment is done at each reporting date. Where the carrying amount of an item of an 
intangible asset is greater than the estimated recoverable amount, it is written down 
immediately to its recoverable amount and an impairment loss is charged to the Statement of 
Financial Performance. 

4.4DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. The gain or loss 
arising on the disposal or retirement of an intangible asset is determined as the difference 
between the sales proceeds and the carrying value and is recognised in the Statement of 
Financial Performance. 

5.INVESTMENT PROPERTY 

5.1INITIAL RECOGNITION 

Investment property includes property (land or a building, or part of a building, or both land or 
buildings held under a finance lease) held to earn rentals and/or for capital appreciation, rather 
than held to meet service delivery objectives, the production or supply of goods or services, or 
the sale of an asset in the ordinary course of operations. At initial recognition, the municipality 
measures investment property at cost including transaction costs once it meets the definition of 
investment property. Flowever, where an investment property was acquired through a non- 
exchange transaction (i.e. where it acquired the investment property for no or a nominal value), 
its cost is its fair value as at the date of acquisition. 

5.2SUBSEQUENT MEASUREMENT - COST MODEL 

Investment property is measured using the cost model. Under the cost model, investment 
property is carried at cost less any accumulated depreciation and any accumulated impairment 
losses. Depreciation is calculated on the depreciable amount, using the straight-line method 
over the estimated useful lives of the assets. Components of assets that are significant in 
relation to the whole asset and that have different useful lives are depreciated separately. 


The annual depreciation rates are based on the following estimated average asset lives: 

5.3 Investment property 30 years 

Investment property includes land held with an undetermined use. This land is recognised at 
fair value on the date of recognition. 

6.NON-CURRENT ASSETS HELD FOR SALE 

6.1INITIAL RECOGNITION 

Non-current assets and disposal groups are classified as held for sale if their carrying amount 
will be recovered through a sale transaction rather than through continuing use. This condition 
is regarded as met only when the sale is highly probable and the asset (or disposal group) is 
available for immediate sale in its present condition. Management must be committed to the 
sale, which should be expected to qualify for recognition as a completed sale within one year 
from the date of classification. 

6.2SUBSEQUENT MEASUREMENT 

Non-current assets held for sale (or disposal group) are measured at the lower of carrying 
amount or fair value less costs to sell. A non-current asset is not depreciated (or amortised) 
while it is classified as held for sale, or while it is part of a disposal group classified as held for 
sale. Interest and other expenses attributable to the liabilities of a disposal group classified as 
held for sale are recognised in surplus or deficit. 

7.INVENTORIES 

7.1INITIAL RECOGNITION 

Inventories comprise current assets held for sale, consumption or distribution during the 
ordinary course of business. Inventories are initially recognised at cost. Cost generally refers to 
the purchase price, plus taxes, transport costs and any other costs in bringing the inventories to 
their current location and condition. Where inventory is manufactured, constructed or 
produced, the cost includes the cost of labour, materials and overheads used during the 
manufacturing process. 

Where inventory is acquired by the municipality for no or nominal consideration (i.e. a non- 
exchange transaction), the cost isdeemed to be equal to the fair value of the item on the date 
acquired. 

7.2SUBSEQUENT MEASUREMENT 

Consumables stores, raw materials, work-in-progress, settlements and finished goods are valued 
at the lower of cost and net realisable value unless they are to be distributed at no or nominal 


charge, in which case they are measured at the lower of cost and current replacement cost. In 
general, the basis of determining cost is the first-in, first-out method. 

Redundant and slow-moving inventories are identified and written down from cost to net 
realisable value with regard to their estimated economic or realisable values. Differences arising 
on the valuation of inventory are recognised in the Statement of Financial Performance in the 
year in which they arose. The amount of any reversal of any write-down of inventories arising 
from an increase in net realisable value or current replacement cost is recognised as a reduction 
in the amount of inventories recognised as an expense in the period in which the reversal 
occurs. 

The carrying amount of inventories is recognised as an expense in the period that the inventory 
was sold, distributed, written off or consumed, unless that cost qualifies for capitalisation to the 
cost of another asset. 

7.2.1 

Housing development inventory is measured at cost on the first-in, first-out basis. Direct costs 
are accumulated for each separately identifiable development. Costs also include a proportion 
of overhead costs. The carrying amount of these inventories held for distribution is recognised 
as an expense when beneficiaries take occupation of the houses. 

Housing development funding received is recognised as revenue and expenditure on the 
Statement of Financial Performance to the extent that the Municipality has complied with any of 
the criteria, obligations or conditions of the grant. 

7.2.2 

The cost of water purchased and own water not yet sold in the Statement of financial position 
comprises the purchase price, import duties, and other taxes and transport, handling and other 
costs attributable to the acquisition of finished goods, materials and services. Trade discounts, 
rebates and other similar items are deducted in determining the cost of purchase. The 
estimation of the water stock in the reservoirs and pipelines is based on an assumption of the 
water reticulation network capacity at year end. 

8.FINANCIAL INSTRUMENTS 

The municipality initially classifies financial instruments, on initial recognition as a financial asset 
or financial liability in accordance with the substance of the contractual arrangement. 

8.1 INITIAL RECOGNITION 

Financial assets and financial liabilities are recognised on the entity's Statement of Financial 
Position when the municipality becomes party to the contractual provisions of the instrument. 
The municipality does not offset a financial asset and a financial liability unless a 


legallyenforceable right to set off the recognised amounts currently exist; and the entity intends 
either to settle on a net basis, or to realise the asset and settle the liability simultaneously. 

8.2SUBSEQUENT MEASUREMENT 

Financial Assets are categorised according to their nature as either financial assets at fair value 
through profit or loss, held-to maturity, loans and receivables, or available for sale. Financial 
liabilities are categorised as either at fair value through profit or loss or financial liabilities 
carried at amortised cost. The subsequent measurement of financial assets and liabilities 
depends on this categorisation and, in the absence of an approved GRAP Standard on Financial 
Instruments, is in accordance with IAS 39. 

FINANCIAL ASSETS 

The municipality classifies its financial assets according to the following categories: 

- Financial Assets at Fair Value through Profit or Loss 

- Fleld-to-Maturity Investments 

- Loans and Receivables 

- Available for Sale 

The classification depends on the purpose for which the financial asset is acquired, and is as 
follows: 

- Financial assets at fair value through profit or loss are financial assets that are classified as held 
for trading, where the municipality has acquired the financial asset principally for the purpose of 
selling it in the near future. They are subsequently measured at fair value at Statement of 
Financial Position date. Any fair value adjustment is recorded in the Statement of Financial 
Performance in the period in which it arises. 

- Fleld-to-maturity investments are financial assets with fixed or determinable payments and 
fixed maturity, where the municipality has the positive intent and ability to hold the investment 
tomaturity. They are subsequently measured at amortised cost, using the effective interest rate 
method. Any adjustment is recorded in the Statement of Financial Performance in the period in 
which it arises. 

- Loans and receivables are financial assets that are created by providing money, goods or 
services directly to adebtor. They are subsequently measured at amortised cost, using the 
effective interest method. Any adjustment is recorded in the Statement of Financial 
Performance in the period in which it arises. 

- Available for Sale financial assets that are designated as available for sale, and are 
subsequently measured at fair value at Statement of Financial Position, except for investments 
in equity instruments that do not have a quoted market price in an active market and for which 
fair value cannot be reliably measured, which shall be measured at cost. 


Any adjustment is recorded in the Statement of Financial Performance in the period in which it 
arises. An assessment is performed at each Statement of Financial Position date to determine 
whether objective evidence exists that a financial asset is impaired. The carrying amounts of 
cash investments are reduced to recognise any decline, other than a temporary decline, in the 
value of individual investments. This reduction in carrying value is recognised in the Statement 
of Financial Performance. 

FINANCIAL LIABILITIES 

The municipality measures all financial liabilities, including trade and other payables, at 
amortised cost, using the effective interest rate method. Financial liabilities include borrowings 
and other non-current liabilities. 

Interest-bearing external loans and bank overdrafts are recorded net of direct issue costs. 
Finance charges, including premiums payable, are accounted for on an accrual basis 

8.2.1INVESTMENTS 

Financial assets, which include listed government bonds, unlisted municipal bonds, fixed 
deposits and short-term deposits invested in registered commercial banks, are categorised as 
held-to-maturity and are measured at amortised cost. 

Where investments have been impaired, the carrying value is adjusted by the impairment loss, 
which is recognised as anexpense in the period that the impairment is identified. On disposal of 
an investment, the difference between the net disposal proceeds and the carrying amount is 
charged or credited to the Statement of Financial Performance. 

The carrying amounts of such investments are reduced to recognise any decline, other than a 
temporary decline, in the value of individual investments. 

8.2.2TRADE AND OTHER RECEIVABLES 

Trade receivables are categorised as financial assets; loans and receivables and are initially 
recognised at fair value and subsequently carried at amortised cost. Amortised cost refers to 
the initial carrying amount, plus interest less repayments and impairments. An estimate is made 
for doubtful receivables based on a review of all outstanding amounts at year end. Significant 
financial difficulties of the debtor, probability that the debtor will enter bankruptcy and default 
or delinquency in payments (more than 30 days overdue) are considered indicators that the 
trade receivable is impaired. 

Bad debts are written off in the year in which they are identified as irrecoverable, subject to the 
approval of the necessary dedicated authority. Impairments are determined by discounting 
expected future cash flows to their present value. Amounts receivable within 12 months from 
the date of reporting are classified as current. An impairment of trade receivables is accounted 


for by reducing the carrying amount of trade receivables through the use of an allowance 
account, and the amount of the loss is recognised in the Statement of Financial Performance 
within operating expenses. When a trade receivable is uncollectible, it is written off. 
Subsequent recoveries of amounts previously written off are credited against operating 
expenses in the Statement of Financial Performance. Interest is charged on overdue amounts. 


8.2.3TRADE PAYABLES AND BORROWINGS 

Financial liabilities consist of trade payables and borrowings. They are categorised as financial 
liabilities held at amortised cost, are initially recognised at fair value and subsequently measured 
at amortised cost which is the initial carrying amount, less repayments, plus interest. Finance 
costs are accounted for using the effective interest rate method. 

8.2.4CASH AND CASH EQUIVALENTS 

Cash and cash equivalents comprise cash on hand and cash with banks and other short-term 
highly liquid investments that are readily convertible into known amounts of cash,that are held 
with registered banking institutions and are subject to an insignificant risk of change in value. 
Where term deposits exceed three months, it is classified under another class of financial 
instrument, depending on the nature. These are initially and subsequently recorded at fair 
value. 

For the purposes of the cash flow statement, cash and cash equivalents comprise cash on hand 
and deposits held on call with banks. 

8.2.5LOANS TO MUNICIPALITIES, MUNICIPAL ENTITIES AND EMPLOYEES 

These financial assets are categorised as loans and receivables and are initially recognised at fair 
value and subsequently carried at amortised cost. Amortised cost refers to the initial carrying 
amount, plus interest less repayments and impairments. 

8.2.6 LOANS FROM MUNICIPALITIES 

They are categorised as financial liabilities held at amortised cost and are initially recognised at 
fair value. Subsequently, these financial liabilities are measured at amortised cost which is the 
initial carrying amount, less repayments, plus interest. 

8.3DERECOGNITION OF FINANCIAL ASSETS AND LIABILITIES 

Financial assets are derecognised when the rights to receive cash flows from the asset have 
expired, the right to receive cash flows have been retained but an obligation to pay them in full 
without material delay has been assumed or the right to receive cash flows has been transferred 
together with substantially all the risks and rewards of ownership. 


Financial liabilities are derecognised when the associated obligation has been discharged, 
cancelled or has expired. 

9.INVESTMENT IN SUBSIDIARIES 

Subsidiaries are all controlled entities over which the municipality has ownership control or 
effective control to govern the financial and operating policies of such controlled entities so as 
to benefit from its activities. Controlled entities are fully consolidated from the date on which 
control is transferred to the Municipality, and are carried at cost. 

lO.LEASES 

A lease is classified as a finance lease if it transfers substantially all the risks and rewards 
incidental to ownership. A lease is classified as an operating lease if it does not transfer 
substantially all the risks and rewards incidental to ownership. 

lO.lFINANCE LEASES - LESSEE 

Finance leases are initially recognised as assets and liabilities in the statement of financial 
position at amounts equal to the fair value of the leased property or, if lower, the present value 
of the minimum lease payments. The corresponding liability to the lesser is included in the 
statement of financial position as a finance lease obligation. The discount rate used in 
calculating the present value of the minimum lease payments is the interest rate implicit in the 
lease. The lease payments are apportioned between the finance charge and reduction of the 
outstanding liability. The finance charge is allocated to each period during the lease term so as 
to produce a constant periodic rate over the remaining balance of the liability. 

Leases are classified as finance leases if the following situations in accordance with paragraphs 
12 and 13 of GRAP 13individually or in combination occur: 

• the lease transfers ownership of the asset to the lessee by the end of the lease term; 

• the lessee has the option to purchase the asset at a price that is expected to be 
sufficiently lower than the fair value at the date the option becomes exercisable for it to 
be reasonably certain, at the inception of the lease, that the option will be exercised; 

• the lease term is for the major part of the economic life of the asset even if title is not 
transferred; 

• at the inception of the lease the present value of the minimum lease payments amounts 
to at least substantially all of the fair value of the leased asset; 

• the leased assets are of such a specialised nature that only the lessee can use them 
without major modifications; 

• if the lessee can cancel the lease, the lessor's losses associated with the cancellation are 
borne by the lessee; 

• gains or losses from the fluctuation in the fair value of the residual accrue to the lessee 
(for example, in the form of a rent rebate equalling most of the sales proceeds at the 
end of the lease); and 


• the lessee has the ability to continue the lease for a secondary period at a rent that is 
substantially lower than market rent. 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the 
stated accounting policies applicable to property, plant, equipment or intangibles. The lease 
liability is reduced by the lease payments, which are allocated between the lease finance cost 
and the capital repayment using the effective interest rate method. Lease finance costs are 
expensed when incurred. The accounting policies relating to derecognition of financial 
instruments are applied to lease payables. The lease asset is depreciated over the shorter of the 
asset's useful life or the lease term. 

10.2OPERATING LEASES - LESSOR 

Operating lease income is recognised as an rental income on a straight-line basis over the term 
of the relevant lease. Initial direct costs incurred in negotiating and arranging operating leases 
are added to the carrying amount of the leased asset and recognised as an expense over the 
lease term on the same basis as the lease income. Income from leases is disclosed under 
revenue in the Statement of Financial Performance, on a straight line basis over the term of the 
lease. 

10.3OPERATING LEASES - LESSEE 

Operating lease payments are recognised as an expense on a straight-line basis over the lease 
term. The difference between the amounts recognised as an expense and the contractual 
payments are recognised as an operating lease asset or liability. This asset or liability is not 
discounted. Any contingent rents are expensed in the period they are incurred. 

11. PROVISIONS 

Provisions are recognised when: 

• the municipality has a present or constructive obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits will be 
required to settle the obligation; and 

• a reliable estimate can be made of the obligation. 

The amount of a provision is the present value of the expenditure expected to be required to 
settle the obligation. Provisions are reviewed at each reporting date and adjusted to reflect the 
current best estimate. Where the effect is material, non-current provisions are discounted to 
their present value using a pre-tax discount rate that reflects the market's current assessment of 
the time value of money, adjusted for risks specific to the liability.Gains from the expected 
disposal of assets are not taken into account in measuring a provision. 

Provisions are not recognised for future operating losses. Contingent assets and contingent 
liabilities are not recognised. A contingent liability is disclosed unless the possibility of an 
outflow of resources embodying economic benefits is remote. A contingent asset is 


disclosedwhere an inflow of economic benefits is probable. Contingencies are disclosed in note 
35. 

12. EMPLOYMENT BENEFITS 
12.1SHORT-TERM EMPLOYEE BENEFITS 

The cost of short-term employee benefits, (those payable within 12 months after the service is 
rendered, such as paid vacation leave and sick leave, bonuses, and non-monetary benefits such 
as medical care), are recognised in the period in which the service is rendered and are not 
discounted. 

The expected cost of compensated absences is recognised as an expense as the employees 
render services that increase their entitlement or, in the case of non-accumulating absences, 
when the absence occurs. 

The expected cost of profit sharing and bonus payments is recognised as an expense when there 
is a legal or constructive obligation to make such payments as a result of past performance. 

12.2RETIREMENT BENEFIT PLANS 

The municipality provides retirement benefits for its employees and councillors. Defined 
Contribution plans are post-employment benefit plans, under which an entity pays fixed 
contributions into a separate entity (a fund) and will have no legal obligation to pay further 
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to 
employee service in the current and prior periods. The contributions to fund obligations for the 
payment of retirement benefits are charged against income in the year in which they become 
payable. 

Defined Benefit plans are post-employment plans other than Defined Contribution plans. The 
Defined Benefit funds, which are administered on a provincial basis are actuarially valued tri- 
annually by means of projected unit credit method. Deficits identified are recovered through 
lump sum payments or increased future contributions on aproportional basis to all participating 
municipalities. The contributions and lump sum payments are charged against income in the 
year in which they become payable. 

12.2.1 DEFINED CONTRIBUTION PLANS 

Payments to defined contribution retirement benefit plans are charged as an expense as they 
fall due. Payments made to industry-managed (or state plans) retirement benefit schemes are 
dealt with as defined contribution plans where the company's obligation under the schemes is 
equivalent to those arising in a defined contribution retirement benefit plan. 


12.2.2DEFINED BENEFIT PLANS 


For defined benefit pension and post retirement medical plans, full actuarial valuations are 
carried out for each financial year using the projected unit credit method. Actuarial gains and 
losses, which can arise from differences between the expected and actual outcomes or changes 
in actuarial assumptions, are recognised immediately in the Statement of financial performance. 
Any increase in the present value of plan liabilities expected to arise from employee service 
during the period is charged to operating surplus. 

The expected return on plan assets and the expected increase during the period in the present 
value of plan liabilities are included in investment income and interest expense. Past service cost 
is recognised immediately to the extent that the benefits are already vested and otherwise is 
amortised on a straight line basis over the average period until the benefits become vested. The 
retirement benefit obligation recognised in the Statement of Financial Position represents the 
present value of the defined benefit obligation as adjusted for un recognised past service costs 
and as reduced by the fair value of scheme assets. Any asset resulting from this calculation is 
limited to past service cost, plus the present value of available refunds and reductions in future 
contributions to the plan. 

The retirement benefit obligation recognised in the Statement of financial position represents 
the present value of the defined benefit obligation as adjusted for unrecognised past service 
costs and as reduced by the fair value of scheme assets. Any asset resulting from this calculation 
is limited to past service cost, plus the present value of available refunds and reductions in 
future contributions to the plan. 

The defined benefit funds, which are administered on a provincial basis, are actuarially valued 
triennially on the projected unit credit method basis. Deficits are recognised as a liability and 
are recovered through lump sum payments or increased future contributions on a proportional 
basis to all participating municipalities. 

Specific actuarial information in respect of individual participating municipalities is unavailable 
due to centralised administration of these funds. As a result, defined benefit plans have been 
accounted for as if they were defined contribution plans. 

12.2.3MEDICAL AID: CONTINUED MEMBERS 

The municipality provides post retirement benefits by subsidising the medical aid contributions 
of certain retired staff. According to the rules of the medical aid funds, with which the 
municipality is associated, a member (who is on the current conditions of service), on 
retirement, is entitled to remain a continued member of such a medical aid fund, in which case 
the member is liable for 30% of the medical aid membership fee, and the municipality for the 
remaining 70%. 


13. REVENUE RECOGNITION 


Revenue is recognised net of indirect taxes, rebates and trade discounts, and consists primarily 
of rates, grants from National and Provincial Government, service charges, rentals, interest 
received and other services rendered. Revenue is recognized when it is probable that future 
economic benefits or services potential will flow to the municipality and these benefits can be 
measured reliably. Revenue arising from the application of the approved tariff charges is 
recognised when the relevant service is rendered by applying the relevant authorised tariff. 

13.1REVENUE FROM EXCHANGE TRANSACTIONS 

Revenue from exchange transactions refers to revenue that accrued to the municipality directly 
in return for services rendered, the value of which approximates the consideration received or 
receivable. 

When the outcome of a transaction involving the rendering of services can be estimated 
reliably, revenue associated with the transaction is recognised by reference to the stage of 
completion of the transaction at the statement of financial position date. The outcome of a 
transaction can be estimated reliably when all the following conditions are satisfied: 

• the amount of revenue can be measured reliably; 

• it is probable that the economic benefits associated with the transaction will flow to the 
company; 

• the stage of completion of the transaction at the statement of financial position date 
can be measured reliably; and 

• the costs incurred for the transaction and the costs to complete the transaction can be 
measured reliably. 

When the outcome of the transaction involving the rendering of services cannot be estimated 
reliably, revenue shall be recognised only to the extent of the expenses recognised that are 
recoverable. Revenue is measured at the fair value of the consideration received or receivable 
and represents the amounts receivable services provided in the normal course of business, net 
of value added tax. An estimate for revenue is raised for the period between the last meter 
reading and the financial year end. 

13.1.1SERVICES 

Service income is recognised on an invoice basis. Service charges from sewerage and sanitation 
are based on the number of sewerage connections on each developed property using the tariffs 
approved by Council and are levied monthly. 

Service charges relating to water are based on consumption. Meters are read on a monthly 
basis and are recognised as revenue when invoiced. Provisional estimates of consumption are 
made monthly when meter readings have not been performed. The provisional estimates of 
consumption are recognised as revenue when invoiced. Adjustments to provisional estimates of 


consumption are made in the invoicing period in which meters have been read. The adjustments 
are recognised as revenue in the invoicing period. 

Revenue arising from consumption of water and sanitation in the month of June is fully 
accounted for whether invoiced or not. Revenue arising from fire services is based on set basic 
tariffs. 

13.1.2INTEREST 

Interest are recognised in the Statement of Financial Performance on a time proportionate 
basis, which takes into account the effective yield on the investment. 

13.1.3RENTALS 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over 
the term of the lease agreement. 

13.1.4AGENCY SERVICES 

Income from agency services is recognised once such income has been received in accordance 
with a service level agreement. 

13.1.5 SALE OF GOODS 

Revenue from the sale of goods is recognised when all the following conditions have been 
satisfied: 

• The municipality has transferred to the buyer the significant risks and rewards of 
ownership of the goods. 

• The municipality retains neither continuing managerial involvement to the degree 
usually associated with ownership, nor effective control over the goods sold. 

• The amount of revenue can be measured reliably. 

• It is probable that the economic benefits associated with the transaction will flow to the 
company; 

• The costs incurred or to be incurred in respect of the transaction can be measured 
reliably 

13.1.6SPONSORSHIP INCOME 

Sponsorship income received by the Agency is recognised as and when received. 

13.2REVENUE FROM NON-EXCHANGE TRANSACTIONS 

Revenue from non-exchange transactions refers to transactions where the municipality received 
revenue from another entity without directly giving approximately equal value in exchange. 


Revenue from non-exchange transactions is generally recognised to the extent that the related 
receipt or receivable qualifies for recognition as an asset and there is no liability to repay the 
amount. 

Revenue from public contributions and donations is recognised when all conditions associated 
with the contribution have been met or where the contribution is to finance property, plant and 
equipment, when such items of property, plant and equipment qualifies for recognition and first 
becomes available for use by the municipality. Where public contributions have been received 
but the municipality has not met the related conditions, a liability is recognised. 

Contributed property, plant and equipment is recognised when such items of property, plant 
and equipment qualifies for recognition and become available for use by the municipality. 
Revenue from the recovery of un authorised, irregular, fruitless and wasteful expenditure is 
based on legislated procedures, including those set out in the Municipal Finance Management 
Act (Act No. 56 of 2003) and is recognised when the recovery thereof from the responsible 
councillors or officials is probable. 

13.3GRANTS, TRANSFERS AND DONATIONS 

Grants, transfers and donations received or receivable are recognised when the resources that 
have been transferred meet the criteria, conditions and obligations embodied in the agreement. 
A corresponding liability is raised to the extent that the grant, transfer or donation is conditional 
and funds are invested until utilised. 

Grants without any conditions attached are recognised as revenue when the asset is recognised. 
Interest earned on the investment is treated in accordance with grant conditions. If it is payable 
to the funder, it is recorded as part of the creditor. If it is the municipality's interest, it is 
recognised as interest earned in the Statement of Financial Performance. 

14. CONDITIONAL GRANTS AND RECEIPTS 

Government grants and other grants are recognised as revenue when: 

(a) it is probable that the economic benefits or service potential associated with the transaction 
. will flow to the municipality, 

(b) the amount of the revenue can be measured reliably, and 

(c) to the extent that there has been compliance with any restrictions associated with the grant 

Income received from conditional grants, donations and subsidies are recognised to the extent 
that the municipality has complied with any of the criteria, conditions or obligations embodied 
in the agreement. To the extent that the criteria, conditions or obligations have not been met, a 
liability is recognised and funds invested until it is utilised. 


Interest earned on the investment is treated in accordance with the grant conditions. If it is 
payable to the funder it is recorded as part of the creditor. Income is transferred to the 
Statement of Financial Performance as revenue to the extent that the criteria, conditions or 
obligations have been met. 


15. IMPAIRMENT OF ASSETS 

The municipality assesses at each reporting date whether there is any indication that an asset 
may be impaired. If any such indication exists, the municipality estimates the recoverable 
service amount of the asset. Irrespective of whether there is any indication of impairment, the 
municipality also tests intangible assets with an indefinite useful life or intangible assets not yet 
available for use for impairment annually by comparing its carrying amount with its recoverable 
amount. This impairment test is performed during the annual period and at the same time every 
period. 

If there is any indication that an asset may be impaired, the recoverable service amount is 
estimated for the individual asset. If it is not possible to estimate the recoverable service 
amount of the individual asset, the recoverable service amount of the cash-generating unit to 
which the asset belongs is determined. The recoverable service amount of an asset or a cash- 
generating unit is the higher of its fair value less costs to sell and its value in use. 

If the recoverable service amount of an asset is less than its carrying amount, the carrying 
amount of the asset is reduced to its recoverable service amount. That reduction is an 
impairment loss. An impairment loss of assets carried at cost less any accumulated depreciation 
or amortisation is recognised immediately in surplus or deficit. Any impairment loss of a revalue 
asset is treated as a revaluation decrease. An impairment loss is recognised for cash-generating 
units if the recoverable service amount of the unit is less than the carrying amount of the unit. 
The impairment loss is allocated to reduce the carrying amount of the assets of the unit as 
follows: 


• to the assets of the unit, pro rata on the basis of the carrying amount of each asset in 
the unit. 

A municipality assesses at each reporting date whether there is any indication that an 
impairment loss recognised in prior periods for assets may no longer exist or may have 
decreased. If any such indication exists, the recoverable service amounts of those assets are 
estimated. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does 
not exceed the carrying amount that would have been determined had no impairment loss been 
recognised for the asset in prior periods. A reversal of an impairment loss of assets carried at 
cost less accumulated depreciation or amortisation is recognized immediately in surplus or 


deficit. Any reversal of an impairment loss of a revalued asset is treated as a revaluation 
increase. 

16. VALUE ADDED TAX 

The municipality accounts for value added tax on the payments basis. 

17. TAXATION 

Current tax liabilities/(assets) for the current and prior periods are measured at the amount 
expected to be paid to/(recovered from) the taxation authorities, using the tax rates and tax 
laws that have been enacted or substantively enacted by the end of the reporting period. 
Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the 
amount already paid is respect of current and prior periods exceeds the amount due for those 
periods, the excess is recognised as an asset. 

Current tax is recognised as income or an expense and included in profit or loss for the period, 
except to the extent that the tax arises from a transaction or event which is recognised, in the 
same or a different period, outside profit or loss, directly in equity, or a business combination. 

18. FOREIGN CURRENCY TRANSACTIONS 

Transactions in foreign currencies are initially accounted for at the rate of exchange ruling on 
the date of the transaction. 

19. UNAUTHORISED EXPENDITURE 

Unauthorised expenditure is expenditure that has not been budgeted for, expenditure that is 
not in terms of the conditions of an allocation received from another sphere of government, 
municipality or organ of state and expenditure in the form of a grant that is not permitted in 
terms of the Municipal Finance Management Act (Act No. 56 of 2003) Unauthorised expenditure 
is accounted for as an expense in the Statement of Financial Performance and where recovered, 
it is subsequently accounted for as revenue in the Statement of Financial Performance. 

20. IRREGULAR EXPENDITURE 

Irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act 
(Act No. 56 of 2003) the Municipal Systems Act (Act No. 32 of 2000), the Public Office Bearers 
Act ( Act No. 20 of 1998) or is in contravention of municipality's Supply Chain Management 
Policy. 

Irregular expenditure excludes unauthorised expenditure. Irregular expenditure is accounted for 
as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 


21. FRUITLESS AND WASTEFUL EXPENDITURE 


Fruitless and wasteful expenditure is expenditure that was made in vain and would have been 
avoided had reasonable care been exercised. Fruitless and wasteful expenditure is accounted 
for as expenditure in the Statement of Financial Performance and where recovered, it is 
subsequently accounted for as revenue in the Statement of Financial Performance. 

22. POST BALANCE SHEET EVENTS 

Events after the reporting date are those events, both favourable and unfavourable, that occur 
between the reporting date and the date when the financial statements are authorised for 
issue. Two types can be identified: 

• those that provide evidence of conditions that existed at the reporting date (adjusting 
events after the reporting date); and 

• those that are indicative of conditions that arose after the reporting date (non-adjusting 
events after the reporting date). 

The municipality will adjust the amounts recognised in the financial statements to reflect 
adjusting events after the reporting date once the event occurred. The municipality will disclose 
the nature of the event and an estimate of its financial effect, or a statement that such an 
estimate cannot be made in respect of all material non-adjusting events, where non-disclosure 
could influence the economic decisions of users taken on the basis of the financial statements. 


AMATHOLE DISTRICT MUNICIPALITY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 
1. Infrastructure plant and equipment 



4.2 Budget to actual comparison 


Amathole District Municipaiity: Materiai variance explanations for the first quarter ending 30 September 2010 


Ref 

Description 

Variance 

Reasons for material 
deviations 

Remedial or corrective 
steps/remarks 

1 

REVENUE by Department 

average 

% 



2 

COUNCIL GENERAL 

■75% 




Council General 

■75% 




Mayoral committee 

-89% 




STRATEGIC MANAGEMENT 

■4% 




Municipal Support Unit 

■100% 




Strategic Planning 

25% 




Internally Funded Projects 

■100% 




Information Technology 

-100% 




Executive Support Services 

-100% 




Speaker Support 

-100% 




Corporate Services 

■38% 




Administration, Buildings and Calgary Museum 

■38% 




Human Resources 

-100% 




BUDGET AND TREASURY 

■54% 




Chief Financial Officer 

■12% 




Budget Reform 

0% 




Accounting and Reporting 

■103% 

Reversal accrued 
intrest earned of 
investment raised in 
09/10 Financial Year 

N/A 


Asset Management 

-16% 




Supply Chain Management 





Budgeting 

■16% 




Revenue 

■16% 




Engineering Services 

■34% 




Water and Sanitation unit 

-35% 




Building and Services Planning 

-100% 




Solid Waste Site 

-100% 




Water Services Authority 

■91% 




Project Management Unit 

189% 




Health & Protection 

3% 





Health & Protection Services 

6% 




Disaster Management 

-100% 




Municipal Health Services 

-100% 




Fire Services 

■41% 




Municipal Heatith Services Amahlathi 

■100% 




Municipal Heatith Services Buffalo City 





Municipal Heatith Services Nkonkobe 

■100% 




Municipal Heatith Services Nxuba 

-100% 




Water & Sanitation 

■64% 




Management of Water Service Providers 

-100% 




Dutywa WTW 

■85% 




WillowvaleWTW 

■100% 




Ellitodale WTW 

-100% 




Qwaninga WTW 

-100% 




Mendu WIW 

-100% 




Dwesa WTW 

■100% 




Cwebe WTW 

■100% 




QoloraWTW 

■100% 




Butterworth WTW 

-35% 




Tyinira WTW 

-100% 




Kotana WTW 

■100% 




Ngqamakwe WTW 

■66% 




Haga HagaWTW 

-52% 




Kei Mouth WTW 

■84% 




Morgan Bay WTW 

-70% 




ChintsaWTW 

87% 




Kei Bridge WTW 

■56% 




Kei Road WTW 

■76% 




Stutterheim WTW 

■51% 




Cathcart WTW 

-100% 




Seymour WTW 

12% 




Fort Beaufort WTW 

■58% 




Alice WTW 

■34% 




Hogsback WTW 

-53% 




Adelaide WTW 

-58% 




Bedford WTW 

■48% 




Laing WTW 





DabiWTW 

■100% 




Glenmore WTW 






Peddie Regional WTW 

■27% 




Ngqabara WTW 





Sandile WTW 

-100% 




Debe Neck WTW 

-100% 




GAGA TYUME WATER SUPPLY SCHEME 





Masincedane WTW 





Upper Myameni WTW 





Rooi krantz WTW 





Ekuphumleni Phase 2 WSS 





Ehlobo WSS 





Nqadu WSS 





Mbashe North Regional WSS 





EX Dwa Schemes 

-3% 




Boreholes 

-100% 




Toleni WTW ex DWA 

-100% 




Borehole Schemes ex DWA 

4% 




Sewerage Schemes 

■62% 




Dutywa Sewerage 

■80% 




Butterworth Sewerage 

-90% 




Kei Mouth Sewerage 

#DIV/0! 




Chintsa East Sewerage 

#DIV/0! 




Komga Sewerage 

1784% 




Keiskamma Hoek Sewerage 

-100% 




Kei Road Sewerage 

-86% 




Cathcart Sewerage 

-62% 




Stutterheim Sewerage 

■79% 




Seymour Sewerage 

19608% 




Alice Sewerage 

535% 




Middledrift Sewerage 





Fort Beaufort Sewerage 

■22% 




Adelaide Sewerage 

■75% 




Bedford Sewerage 

■2% 




Peddie Sewerage 

■81% 




Morgan Bay Sewerage 





Tanker & VIP Services 

-83% 




Tanker Services 

-83% 




Sanitation Schemes 





VIP Sanitation Schemes 





Centane Bucket Eradication 






Amabele Sanitation 





Land , Human Settlement and Economic 
Development 

■27% 




Land Administration and Housing 

22% 




Economic Development 

-100% 




Municipal Manager Department 

-37% 




Municipal Manager 

■37% 




Legal Services 





Rist Services 





Internal Audit 

-100% 




Shared Service Model 





Primary Health Care 

-100% 




Primary Health Care 

■100% 




Expenditure by 
Vote 






Council General 

■64% 




Council General 

■74% 




Mayoral committee 

6% 




strategic Management 

■20% 




Municipal Support Unit 

-18% 

N/A - within the 
allowed variance 
range 

N/A 


Strategic Planning 

■71% 

The strategic 
managers post has 
been vacant for 3 
months of this financial 
year. An amount within 
printing & stationery is 
for the printing of the 
annual report, which 
will only be spent In 
the 4th quarter of the 
financial year. 

The strategic managers 
post has been advertised 
and interviews will be 
conducted. 


Internally Funded Projects 

36% 




Information Technology 

■46% 




Executive Support Services 

-32% 




Speaker Support 

-23% 




Corporate Services 

■16% 





Administration, Buildings and Calgary Museum 

-33% 

Alterations to Whelan 
were budgeted at 
approx R2, 000, 000.00 
and the expenditure to 
date was only approx 

R 7,000.00. Alterations 
will take place next 
year. 



Human Resources 

18% 




Budget & Treasury Department 

-20% 




Chief Financial Officer 

■1% 

Internally funded 
project expenditure 
incurred in the last 
quarter 



Budget Reform 

■8% 

Training not yet taken 
place 



Accounting and Reporting 

-26% 

No leave payouts / no 
audit fees paid yet, 
expenditure only be 
incurred from Sep/Oct 
/ consultants general 
expenditure incurred in 
the last quarter 



Asset Management 

-59% 

Positions vacant within 
the section / 
consultants 

expenditure incurred in 
the last quarter 



Supply Chain Management 

-34% 

Positions vacant within 
the unit. Should start 
spending once filled. 



Budgeting 

-33% 

Consultants 
expenditure will take 
place in January 



Revenue 

-12% 

Vacancies within 
revenue section exist. 
Some general 
expenses not yet 
incurred / processed 
(Deeds Searches, 
Advertising, Training 
etc). 



Engineering Services 

■64% 




Director Engineering Services 

-92% 




Building and Services Planning 

-1% 




Solid Waste Site 

-98% 

project not yet sailed, 

will purchase a truck or 
enter into a lease 
agreement with the LM’s 


Water Services Authority 

-15% 





Project Management Unit 

■11% 




Health & Protection 

■14% 




Health & Protection Services 

35% 




Disaster Management 

■14% 




Municipal Health Services 

22% 




Fire Services 

27% 




Municipal Heatith Services Amahlathi 

■73% 

There is one vacant 
post and the 
procurement of a 
vehicle has not been 
finalized 

Posts will be filled on 1 
November 2010 as 
candidate has been 
appointed. Corporate 
Services does the 
procurment of vehicles. 


Municipal Heatith Services Buffalo City 

-100% 

A claim from Buffalo 

City for the rendering 
of the MHS function is 
outstanding for the first 
quarter. 

Claims are processess 
when recleved from Buffalo 
City, sometimes bi- 
annually. 


Municipal Health Services Nkonkobe 

■17% 




Municipal Health Services Nxuba 

■24% 

The procurement of a 
vehicle has not been 
finalized and this 
makes up a large 
percentage of the 

Nxuba Budget for 
2010-2011. 

Corporate Services does 
the procurment of vehicles. 


Water & Sanitation 

■41% 




Management of Water Service Providers 

■37% 

Depreciation not 
accounted for yet, 
Repairs and 
maintaince not 
required during the 
month, Amatola Water 
Invoices not yet 
arrived. Refurbishment 
not started. 

O&M in negotiations with 
Amatola Water on the 
content of the invoice. - 
refurbishment programme 
will comence soon. 


Dutywa WTW 

-58% 

Depreciation not 
accounted for yet. 
Repairs and 
maintaince not 
required during the 
month, Amatola Water 
Invoices not yet 
arrived. 

O&M in negotiations with 
Amatola Water on the 
content of the Invoice. - will 
be purchased by coporate 
services as the BSC 
recommended 


Willovwale WTW 

-28% 

Depreciation not 
accounted for yet. 
Repairs and 
maintaince not 
required during the 
month, Amatola Water 

O&M in negotiations with 
Amatola Water on the 
content of the invoice. - 





Invoices not yet 
arrived, 



EllitodaleWTW 

■48% 

Same as above 

Same as above 


Qwaninga WTW 

■20% 

Same as above 

Same as above 


Mendu WIW 

-80% 

Same as above 

Same as above 


Dwesa WTW 

■74% 

Same as above 

Same as above 


Cwebe WTW 

-66% 

Same as above 

Same as above 


QoloraWTW 

■65% 

Same as above 

Same as above 


Butterworth WTW 

■49% 

Same as above 

Same as above 


Tyinira WTW 

-99% 

Same as above 

Same as above 


Kotana WTW 

-63% 

Same as above 

Same as above 


Ngqamakwe WTW 

■66% 

Same as above 

Same as above 


Haga HagaWTW 

■69% 

Same as above 

Same as above 


Kei Mouth WTW 

■66% 

Same as above 

Same as above 


Morgan Bay WTW 

■45% 

Same as above 

Same as above 


ChintsaWTW 

■57% 

Same as above 

Same as above 


Kei Bridge WTW 

-36% 

Same as above 

Same as above 


Kei Road WTW 

■75% 

Same as above 

Same as above 


Stutterheim WTW 

■33% 

Same as above 

Same as above 


Cathcart WTW 

■44% 

Same as above 

Same as above 


Seymour WTW 

■55% 

Same as above 

Same as above 


Fort Beaufort WTW 

■48% 

Same as above 

Same as above 


Alice WTW 

■28% 

Same as above 

Same as above 


Hogsback WTW 

■32% 

Same as above 

Same as above 


Adelaide WTW 

■37% 

Same as above 

Same as above 


Bedford WTW 

■40% 

Same as above 

Same as above 


Laing WTW 

35% 

Same as above 

Same as above 


DabiWTW 

-100% 

Same as above 

Same as above 


Glenmore WTW 

6% 

Same as above 

Same as above 


Peddle Regional WTW 

-9% 




NGQABARA WATER SUPPLY SCHE 


Same as above 

Same as above 


Sandile WTW 

■45% 

Same as above 

Same as above 


Debe Neck WTW 

■17% 




GAGA TYUME WATER SUPPLY SCHEME 

■11% 




Masincedane WTW 

12% 




Upper Myameni WTW 

13% 





Rooi krantz WTW 

0% 




Ekuphumleni Phase 2 WSS 

22% 




Ehlobo WSS 





Nqadu WSS 

-78% 

Same as above 

Same as above 


Mbashe North Regional WSS 

■100% 

Same as above 

Same as above 


EX Dwa Schemes 

4% 

Same as above 

Same as above 


Boreholes 

■71% 

Same as above 

Same as above 


TOLENI WTW ex DWAF 

-61% 

Same as above 

Same as above 


Borehole Schemes ex DWA 

24% 

Same as above 

Same as above 


Sewerage Schemes 

■49% 

Same as above 

Same as above 


Dutywa Sewerage 

■50% 

Same as above 

Same as above 


Butterworth Sewerage 

■27% 

Same as above 

Same as above 


Kei Mouth Sewerage 

■71% 

Same as above 

Same as above 


Chintsa East Sewerage 

-30% 

Same as above 

Same as above 


Komga Sewerage 

-18% 

Same as above 

Same as above 


Keiskamma Hoek Sewerage 

■91% 

Same as above 

Same as above 


Kei Road Sewerage 

■19% 

Same as above 

Same as above 


Cathcart Sewerage 

■21% 

Same as above 

Same as above 


Stutterheim Sewerage 

-52% 

Same as above 

Same as above 


Seymour Sewerage 

-83% 

Same as above 

Same as above 


Alice Sewerage 

■77% 

Same as above 

Same as above 


Middledrift Sewerage 

■83% 

Same as above 

Same as above 


Fort Beaufort Sewerage 

-43% 

Same as above 

Same as above 


Adelaide Sewerage 

-79% 

Same as above 

Same as above 


Bedford Sewerage 

■72% 

Same as above 

Same as above 


Peddie Sewerage 

■21% 

Same as above 

Same as above 


Morgan Bay Sewerage 

■100% 

Same as above 

Same as above 


Tanker & VIP Services 

25% 

Same as above 

Same as above 


Tanker Services 

25% 

Same as above 

Same as above 


Sanitation Schemes 

-92% 

Same as above 

Same as above 


VIP Sanitation Schemes 

■100% 

Same as above 

Same as above 


Centane Bucket Eradication 

■99% 

Same as above 

Same as above 


Amabele Sanitation 

■71% 

Same as above 

Same as above 


Land , Human Settlement and Economic 
Development 

29% 




Land Administration and Housing 

-26% 




Economic Development 

64% 




Municipal Management 

■46% 




Municipal Manager 

■60% 




4.3 Grants and transfers spending: 


AMATHOLE DISTRICT MUNICIPALITY 

DISCLOSURE OF GRANTS & SUBSIDIES IN TERMS OF MFMA 

AS AT 30 JUNE 2010 



Dwaf Refurbishment 


DWAF 


6 , 719 , 563.00 


Dwaf(support drought issues) 

Elliotdale Brick making 
EPWP 

Flood Relief Projects 
HIV/AIDS Funds 
IDP-Local Municipalities 

IDUTYWA EXTENTION 8 (VIP TOILETS,RDS&W 

Led Capacity Building-Ngqushwa 

MSIG 

MSIG:Dev of Policies, By Laws and Systems 

MSIG: Road Management System 

MSIG-District wide skills audit 

MSIG-Improved fixed Asset Register 

MSP Project Management 

NXUBA DAM CHALETS DEVELOPMENT 

Performance Management System 

PHP Funds 

Public Awareness 

Rain Water Harvesting 

Revenue Enhancement Strategy 

Review Water and Sanitation By-Laws 
Reviewed I DP 


DWAF 
DEDEA 
Public works 
MIG 

Dep Health 

HLG&TA 

DWAF 

DHLG&TA 

HLG&TA 

DHLG&TA 

DHLG&TA 

DHLG&TA 

DHLG&TA 

DHLG&TA 

DHLG&TA 

DHLG&TA 

DHLG&TA 

DWAF 

DWAF 

DWAF 

DWAF 

HLG&TA 


17 . 483 . 020.00 

1 . 238 . 804.00 

379 . 672.00 

7 . 440 . 344.00 

3 . 141 . 734.00 

780 . 235.00 

1 . 430 . 633.00 

259 . 684.00 

100 , 000.00 

400 . 000 . 00 

300 . 000 . 00 

335 . 000 . 00 

332 . 468.00 

60 . 199.00 

15 . 496 . 899.00 

608 . 278.00 

304 . 139.00 


57,241 

881,000 


100,000 

70.000 

65.000 

110.000 

627,582 










Seta 

LGW Seta 


(64,420) 

Skills Audit on Plant Operators 

DHLG&TA 



Spatial Development Framework 

DHLG&TA 



Tourism Marketing Strategy 

DHLG&TA 



Tourism Survey 

DEDEA 

709,040.00 


WATER CONSERVATION & WT DEMAND MNGT 

DWAF 



WATER MANAGEMENT PLAN 

DWAF 


330,000 

WMIS GRANT 

DWAF 


800,000 


103 , 429,672 55 , 811,637 



77 , 356,823 31 , 593,645 86 , 526,789 12 , 684,434 37 , 120,470 44 , 590,919 











4.3 Meeting of donors requirements in respect to conditional grants 


Refer to 4,3 above. 


Grant details 

Amount received and spent each quarter 




1/04/ to 

30/06 

01/07 to 

30/09 

01/10 to 30/12 

01/01 to 30/03 

01/04 to 30/06 

Total 

Project 

name 

Donor 

name 

BF 

amount 

Rec. 

Spent 

Rec. 

Spent 

Rec. 

Spent 

Rec. 

Spent 

Rec. 

Spent 

Rec. 

Spent 






























































4.4 Meeting of Donors' requirements in respect of conditional grants 

Provide information on the extent to which conditions extended to grants have been met for each conditional grant received during the 
year. Explanations on the variances are also required. 


4.5 Long term contracts entered into by the municipality 


LONG TERM CONTRACTS Wl TH FUTURE BUDGETI NG 1 MPLI CATI ONS : MFMA SECTI ON 33 

No. 

Tender/ Bid / No. 

Project Description 

Responsible 

Department 

Service Provider 
Appointed 

Project Start 
Date 

Project 

Complete Date 

Duration 

Contract 

Value 

1. 

8/2/ R 

Banking Services 

Ms S Kalis 

(Meeg Bank 

Limited) 

Absa 

1 October 2005 

30 September 

2010 

5 Years 

N/A 

8/2/300/2009-2010 

Banking Se vices 

Ms S Kalis 

Standard Bank of 

South Africa 

Limited 

1 October 2010 

30 September 

2013 

3 Years 

N/A 

2. 

8/2/150/2006 

1 nsu ranee 

Nomokola 

Mshumi (BTO) 

1 ndwe Risk Se vices 

1 September 

2006 

30 July 2011 

5 Years 

R50 000 

Broker fee 

per annum 




4.6 Annual performance as per key performance indicators in financial viability 



Indicator name 

Target set for the year 
R(OOO) 

Achievement level during 
the year R(OOO) 

Achievement percentage during 
the year 

1 

Percentage expenditure of capital 
budget 






Target set for the year 
(35%) R(OOO) 

Achievement level during 
the year R(OOO) 

Achievement percentage during 
the year vs the operational 
budget 

2 

Salary budget as a percentage of 
the total operational budget 






Target set for the year 
(20% or less) R(OOO) 

37% 

Achievement level during 
the year R(OOO) 

191,540,476.00 

Achievement percentage during 
the year vs the actual revenue 

27% 

3 

Total actual trade creditors as a 

percentage of total actual 

revenue 






Target set for the year 
(80% and more) R(OOO) 

Achievement level during 
the year R 62 278 146.17 

Achievement percentage during 
the year: 6% 

Total actual revenue 

R902 349 786 

4 

Total municipal own revenue as a 
percentage of the total actual 
budget 






Target set for the year 

R320 811 639 

Achievement level during 
the year R184 437 498 

Achievement percentage during 
the year: 21% 

Actual budget (R890 217 171) 

5 

Rate of municipal consumer debt 

reduction 

43% 

R 5 281 193 

43% 

6 

Percentage of MIG budget 
appropriately spent 

100% 

R228 275 000 

100% 

7 

Percentage of MSIG budget 
appropriately spent 

R 735 000 

R 667,777 

90.85% 




4.7 The Audit committee functionality 


INTRODUCTION. 

As a high capacity municipality benefitting from the Finance Management Grant (FMG), which carries a 
condition that requires full implementation of the Municipal Finance Management Act 56 of 2003, 
Amathole District Municipality is, therefore, expected to follow the annual report process as per the said 
Act and in line with National Treasury circulars and regulations. 

This report was prepared and submitted in terms of the provisions of sections 121{3)(j), 166(2) (b) and 
(c) of the Municipal Finance Management Act, No 56 of 2003. 

The Audit Committee is legislatively required to meet at least four (4) times during a financial year. 
During the year under review the audit committee was comprised of the following members; namely: 

T. Mnqeta- Chairperson 
M .Sibam 
T. Maqwati 
B. Mbewu 
S.P.CIaassen 

The audit committee held meetings on the following dates; 

DATES OF THE MEETINGS 

17* December 2008 
19* March 2009 
06 April 2009 
23fd June 2009 

TERMS OF REFERENCE 

The Audit Committee has adopted appropriate terms of reference which are encapsulated in an Audit 
Committee charter and is operating in accordance with them. The Audit Committee is of the view that it 
substantially fulfilled its responsibilities contained in the said Charter. The Audit Committee has 
contributed to the maintenance of effective corporate governance within ADM during the financial year 
under review. 

ANNUAL AUDIT OF ADM 

The annual audit of Amathole District Municipality (ADM) by the Office of the Auditor-General has been 
finalised, and the Audit Committee reviewed the audit findings and the resultant audit report for the year 
ended 30 June 2010. The Audit Committee accepts the findings, and is appreciative to the Office of the 
Auditor-General and management for co-operation and openness that prevailed in the conduct of the 
annual audit. 


The qualified audit opinion on the accompanying financials was discussed in detail at the Audit 
Committee meeting held on 07 December 2010. The causes of the opinion were discussed in detail. 



We are pleased to note that the qualification matters for the financial year have been reduced to two (2) 
for the current year, which has demonstrated a consistent reduction of the qualification matters over the 
years. The remaining qualification matters are legacy issues, and the Auditor General has 
acknowledged the fact that substantial progress has been made by the municipality to resolve them. 

For the year under review the District Municipality was qualified on the following aspects; 

• Infrastructure, plant and equipment 

We are of the opinion that the discrepancies referred to are legacy issues that are in the process of 
being remedied through the integration of the infrastructure of the local municipalities into the 
assets of ADM. The municipality is in process of embarking on a further cleaning up exercise on 
these assets. Taking into consideration the massive legacy challenges experienced in respect of 
these assets, we commend the municipality on the substantial progress made in this regard. We 
have been informed that by the end of the 2012/13 this matter will be finalised. We will keep a close 
eye on progress in that regard. 

• Revenue and receivables 

This matter again, refers to assets that previously belonged to Local Municipalities and were 
inherited by ADM due to the transfer of Water and Sanitation function from Local Municipalities to 
District Municipalities in 2006. There is an action plan, as referred in the audit report that is in 
progress, whose outcome will then be to address the issues giving rise to the qualification. 

The Audit Committee is optimistic that the steps put in place by management will go a long way towards 
overcoming the challenges that ADM faced during the year under review. 

EFFECTIVENESS OF INTERNAL CONTROL. 

There were substantial improvements on the adequacy and effectiveness of internal controls during the 
financial year, but there are still areas of concern. 

INTERNAL AUDIT FUNCTION 

The Audit Committee noted that the Internal Audit unit did not optimally carry out its responsibilities 
effectively in the previous financial year (08/09). As a result a number of intervention plans were put 
into place during the year under review (09/10). These included, but not limited to the following; 

1. The contract appointment of an acting internal audit manager seconded from a service provider to 
give stability to the unit. 

2. The approval of an upgraded internal audit structure that was to be more responsive to the needs 
of the municipality. 

3. The appointment of an internal audit general manager, to provide strategic direction to the unit. 

4. The appointment of a senior manager and a senior internal auditor after the year end. 


These have resulted in a substantial improvement in the performance of the internal audit unit, and we 
are confident that this momentum will carry into the next year. 



EVALUATION OF FINANCIAL STATEMENTS. 


The Audit Committee has: 

• Reviewed and discussed the audited annual financial statements to be included in the annual 
report with the Auditor General representatives and Accounting Officer. 

• Reviewed the Auditor-General’s Management Report and management’s responses thereto; 

• Reviewed significant adjustments arising from the audit; and 

• Requested management to submit strategies to correct matters mentioned in the audit report 
and management report for oversight by the Audit Committee. 

The Committee concurs and accepts the conclusions of the Auditor-General on the Annual Financial 
Statements and is of the opinion that the audited annual financial statements should be accepted as a 
reasonable reflection of ADM’ s activities. 

APPRECIATION 

The Audit Committee wishes to thank the Office of the Auditor-General, the Municipal Manager of ADM, 
the Budget and Treasury Office staff and the Internal Audit Unit for the cordial manner in which this 
year’s audit was conducted, together with the enthusiasm shown by management to address the issues 
identified going forward. 

On behalf of Amathole District Municipality Audit Committee. 


TembelaMnqeta Date 

Audit Committee Chairperson 

4.8 Arrears In property rates and service charges 

Rates in property is not applicable to ADM as it is only a water and sanitation services authority, 
however as at the end of 2009 /2010 financial period an amount of R 220 866 738 was still 
outstanding in respect of service charges. 

4.9 Anti corruption strategy 

The fraud prevention strategy was developed and implemented in the previous financial year, 
continued to be monitored by internal audit during the 2009/2010 financial year. In the latter half of 
the financial year, a review of the prevention strategy was embarked upon to assess the adequacy 
of current prevention, detection, reaction and investigation measures and with the view of 
implementing further anti-fraud/corruption measures in the new year, under the auspices of a 
dedicate fraud risk manager. The Tipoff hotline implemented in the previous financial year, 
continued to be a useful conduit for the anonymous reporting of irregular or unethical conduct, to 
management.' 


Chapter 5: GOOD GOVERNANCE AND PUBLIC PARTICIPATION- (KPA 5) 


5.1 Overview of the Executive and Council functions and achievements; 

Changes in Council 

The change in the South African political landscape occasioned by the establishment of the Congress 
of the People, created an upsurge in political activities in the country during 2008/09. These changes 
continued to be felt in the local government sphere during the 2009/10 period and resulted in 
alteration in the composition of certain councils within the District Municipality. In the Amathole 
District Municipality, though it can be said that the impact was not as severe as in other areas, there 
were however some adjustments' that had to made. 

The composition of the Council continued to be affected by the changes made in the representatives 
of local municipalities to the District. In this regard the following Municipalities informed the District 
about the change in their representatives: 

1. Amahlathi - Withdrawal of Councillors Skotana, Mawisa, Mbane and Mambu and not 
replacement yet. 

2. Mnquma- The withdrawal of councillors Ngcukana, Tyala and Zimba no replacements by the 
end of the financial year. 

3. Mbhashe- The withdrawal of councillors Qina, Mayakiso, Mdyesha, and Badi and no 
replacement by the end of the financial year. 

4. Ngqushwa- The replacement of Councillors Moyeni and Ntontela by Councillors Joyi and 
Coto respective. 

These changes in the composition of council had the effect of changing the composition of the 
Standing Committees and other structures of council. 

While the Standing Committees function effectively after the changes, the Rules Committee and the 
Committee on Public Participation have been left without a quorum thus negatively affecting their 
ability to function effectively. 

Changes in the Mayoral Committee Composition. 

Due to the change in the composition of Council, some vacancies were created in the Mayoral 
Committee. This necessitated the filling of vacancies in the Mayoral Committee and the following 
were appointed: 

1. Cllr. N. Ndikinda - Water and Sanitation 

2. Cllr. M. Mtintsilana- Land and Human Settlements 

3. Cllr. N. Nongqayi - Transport and Waste Management 


4. Cllr. T. Ndleleni - Strategic Planning, Integrated Planning and Performance Management. 


Impact of changes in category B Municipalities . 


While such changes as indicated above have not had lasting negative impact on the 
DistrictMunicipality, the same cannot be said about the category B Municipalities. Amongst the 
Municipalities affected is BuffaloCity with the change of a Mayor, Mnquma with the change in the 
Speaker and the Mayor, Ngqushwa with a change in the Mayor and the Speaker and Nkonkobe 
where the Mayor and the Speaker were changed. These changes have occurred relatively smoothly 
in the majority of these Councils with the exception of Mnquma and Mbhashe where there are 
protracted battles for the control of the Council. To date the Office of the MEC is involve in 
interventions to solve problems in these Municipalities. As a result of such challenges the Council of 
Mbhashe has not been able to meet for a while, whereas the Mnquma Council is also engaged in 
legal battles with the Department. 

Amathole District Municipality standing rules 

In 2006, the ADM Council adopted the Standing rules for the current term of Council. However in 
2008, a need was identified for the Standing rules to be reviewed, party to make them more in line 
with the legislation as well as to accommodate emerging trends of thinking with the Council and the 
local government environment in general. A process to review the Standing rules was started and 
the areas in which improvements are desirable were identified. A draft of the amended Rules was 
presented to Council in October for Council to allow for wider consultation prior to adoption of the 
amendments. While the consultation has taken place, the amendments were not taken to council 
for adoption due non-functionality of the Rules Committee as it did not have enough members to 
form a quorum. 

Policies of council 

In 2005 the Council adopted the policy for the use of municipal vehicles by Councillors performing 
ceremonial functions with a view to regulate the manner in which councillors were to access vehicles 
when performing ceremonial functions. Due to changes in the Determination of Upper Limits for 
Different Members of Municipal Council especially the introduction of the concept of ''total 
remuneration", it became necessary that a legal opinion be sought to establish the legal compliance 
of the policy in its current form. In terms of the opinion obtained form two legal firms, the policy was 
overtaken by events as it referred to performance of ceremonial functions while the determination 
refers to " specific delegated function". For this reason Council has suspended the application of the 
policy pending review of the same to be in line with the legislation and the regulations. 

In 2007, Council adopted a policy for the funeral of councillors and other outstanding personalities in 
society. The policy was also referred to legal experts for advise, and the result has been that the 
policy must be discontinued as it is against the legislation, particularly the Municipal Finance 
Management Act, 2003 (Act 56 of 2003) and the December 2008 Determination of upper limits for 
the different members of municipal councils. 

THE OVERSIGHT FUNCTION OF COUNCIL . 

In terms of section 164 of the Constitution, 1996 as amended, the legislative and executive function 
of a municipality is vested in its municipal council. This then requires that Council develops 



mechanisms to ensure that while a live tension is maintained between the two functions of council, 
Council is able to perform both without compromise to any of the two. 


To deal with the situation the ADM council, in 2007 appointed an Oversight Committee as an 
instrument of council to ensure Council performs its oversight function. The terms of reference of 
the Oversight Committee are as follows: 

The Oversight Committee 

• Acting on behalf of Council to exercise oversight to ensure accountability, efficiency and 
effectiveness of both the Executive arm of Council and the Administration; 

• Ensure that the ADM complies with all the legislation governing local government; 

• Monitor the implementation of projects in terms of the SDBIP and report quarterly to 
Council on progress; 

• Notify Council of any impending roll-overs on project spending and recommend corrective 
measures. 

• Receive the Annual Report, prepare an oversight report on the annual report and present it 
to Council in terms of section 129(1) of the Municipal Finance Management Act, Act 56 of 
2003; 

• On a quarterly basis, exercise oversight on financial statements of the institution. 

During the period under review the Oversight Committee received the annual report and interacted 
with members of the executive and the administration get their views and inputs on the matters 
raised by the Auditor general in the Annual report. The Annual report was also taken to the public 
through community meetings wherein the category B Municipalities were clustered and members 
were invited to speak to the Annual report. While it was desirable that all the local municipalities be 
visited, lack of resources and time constraints made it difficult to reach all the communities. The 
Annual report was also published in the local Newspaper and placed in the libraries and Customer 
Care centres in the local municipalities and the public was invited to study and comment. It is noted 
that no comments were received from the public through this mechanism. Through the public 
engagements members of the public were given an opportunity to reflect on the performance of the 
District Municipality in its functions. Taking into account the comments of the public to the Annual 
report, the Committee developed and presented to Council an oversight report with 
recommendations that the Annual report be adopted without reservation. 

Activities: 


The Office of the Speaker undertook a number of activities during the period under review in line 
with the delegations of the Council to the Speaker. The following activities are worth noting: 

Moral Regeneration Movement revival and seminar: 

The office of the Speaker undertook to revive the Moral Regeneration Movement in the District 
and in this regard several meetings were held with local stakeholders and an interim structure 
was established. 

In the same vein the Office in consultation with the MRM District Structure hosted a seminar on 
enhancing family values. In this seminar the role and responsibility of the father was highlighted 
especially in view of the increase in cases of abuse of women and children by men. 



This seminar was well received by the community of Buffalo City and a desire was expressed for 
similar seminars to be rolled out throughout the District. However lack of resources has 
remained a stumbling block to this endeavour. 

Women Caucus: 

The Office of the Speaker, in partnership with the Women Caucus and the Eastern Cape Gender 
Machinery held a men's dialogue in Dimbaza in August 2009. The aim of the activity was to highlight 
the role played by men in perpetuating the abuse of women and children and Dimbaza was chosen 
due to incidents of violence against women and children. 

The success of the event lay in the fact that it created awareness within the community on the 
suffering of women as well as the avenues available to them to deal with the scourge. The event als 
included a tree planting in the schools and the community hall so as to emphasize the importance of 
caring for the environment. 

5.2 Public participation and consultation; 

The ADM Communications Unit works in cooperation with various ADM Departments, sector 
departments, GCIS, and local municipalities to facilitate community and public participation events. 
Some 73 public participation events were held during the course of the 2009/2010 financial year. 
Some of the highlights included the following: 

• The Provincial EXCO visit which transpired on 22 July 2009 to various communities within the 
district, including the opening of the Nxarune Clinic in Newlands, a visit to a paprika project at 
Lenye, Keiskammahoek, an ASGISA Harvest Project at Ezingqayi in Butterworth, a visit to the 
Dabi Traditional Council at Peddie Council Chambers, and a visit to the refurbished railway 
station at King Williamstown; 

• Quarterly water forum meetings in Hogsback, Bedford, Stutterheim, Alice, Dutywa and 
Butterworth during the months of July and September 2009. Water forum meetings were again 
held in Butterworth, Dutywa on 3 November 2009 in Stutterheim on 5 November and at 
Adelaide and Fort Beaufort on 6 November 2009. Water Forum meetings were again held at 
Alice and Fort Beaufort on 7 June 2010; 

• Mandela Municipal Service Day held at Mlungisi Township in Stutterheim on 18 July 2009; 

• Various Women's Month activities during August 2009 including a staff workshop on 14 August 
2009, a Women's Sports Day at Fort Hare on 21 August, visits to schools and women of faith at 
Dimbaza on 25^^ August, Community Builders Awards for women in tourism at Kei Mouth on 25 
August 2009 and the closure of Women's Month event in Dimbaza on 27 August 2009; 

• The Mayor's Challenge which entailed a hike along the Amathole Hiking Trail during Tourism 
Month on 15-21 September 2009; 



The Unveiling of King Nqika's Grave held on 15 September 2009 to commemorate Heritage 
Month; 

International Strategy for Disaster Reduction Competition (ISDR) held on 17, and 22 September 
2009 and 7 October 2009; 

The IDASA Community Media Workshop which saw the conclusion of training for community 
media located within the district on 3 September 2009; 

The Business Unlimited Expo on 21-22 October 2009 where ADM sponsored several SMMEs to 
exhibit their wares and also promoted the Amathole Regional Economic Development Strategy 
(AREDS); 

The Bedford Garden Festival on 22-25 October 2009; 

Imbizo held at Mqhelweni Village, Elliotdale on 22 October 2009; 

The Public Participation Week event held at Mgababa, Ngqushwa on 10 November 2009; 

Marine Week event held at Hamburg on 5 November 2009; 

World Aids Day - staff event on 24 November 2009 and a community event held at Debenek 
Trust 2 in Nkonkobe on 27 November 2009; 

16 Days of Activism event held at Nonibe Location in Ngqushwa on 8 December 2009; 

Amahlathi Craft Mania Festival on 27 - 29 November 2009; 

Live Screening of the 2010 FIFA World Cup Draw on 4 December 2009 at the Esplanade in East 
London; 

Liberation Route Summit held on 3-4 December 2009 in East London; 

The SEK Mqhayi Language Conference held in East London on 26-27 November 2009, which 
stimulated debate on early African Intellectuals and the rich heritage within the district; 

The Africa Open Golf Tournament and the Pro-Am event (co-sponsored by the ADM) which was 
held on 5 and 10 January 2010, where a number of aspiring local golfers also had a chance to 
interact and play with professional golfers; 

Tourism Imbizo and Exhibition event held on 18 - 20 March 2010 at the new Premier Regent ICC, 
where a number of local stakeholders had the opportunity to exhibit and to listen to various 
keynote speakers on tourism related topics; 



• Regional roadshows by the Oversight Committee on the annual report on 2, 3 and 4 March 2010 
in Butterworth, King Williamstown and Fort Beaufort respectively; 

• Regional Roadshows on the new ADM By-laws held on 9, 10 and 11 March 2010 in Butterworth, 
King Williamstown and Fort Beaufort respectively; 

• National Fly the Flag Day held in East London on 2 March 2010 in conjuction with various 
stakeholders and Buffalo City Municipality; 

• National Water Week event at Ginyintsimbi on 23 March 2010 to hand over water tanks as part 
of a rainwater harvesting project; 

• AmatholeDistrict Municipality Business Advisory Forum launch and induction course on 10 
March 2010; 


• Parliamentary Ad Hoc Subcommittee visit to Great Kei on 24 - 25 February 2010; 


• Nxuba Water Crisis meeting held at Adelaide on Tuesday, 19 January 2010 and subsequent 
meeting with Bedford Ratepayers Association on 17 February 2010; 


• IDP/Budget Roadshow events were held throughout the district to consult ward committee 
members, councillors and the general communities in each local municipal area, with traditional 
leaders and business on the ADM's IDP/Budget for 2010/11 as follows: 


12/4/2010 

Msobomvu Hall, Bedford, Nxuba 

13/4/2010 

Mgqesha Great Place, Buffalo City 

20/4/2010 

Nqadu Great Place, Mbhashe 

22/4/2010 

Happy Rest Community Hall, Alice, Nkonkobe 

23/4/2010 

Business Breakfast, Wayside, Hotel, Butterworth, Mnquma 

23/4/2010 

Ndabakazi Hall, Butterworth, Mnquma 

3/5/2010 

NcumisaKhondIo Hall, Peddie, Ngqushwa 

4/5/2010 

Business Breakfast, Regent Hotel, East London 

4/5/2010 

Ngxingxolo Hall, Komga, Great Kei 

7/5/2010 

Springbok Hall, Keiskammahoek, Amahlathi 


• The IDP/Budget Roadshows concluded with a Council Open Day which was held on 12 May 
2010 where communities from local municipalities were again invited to attend. Council 
rules were relaxed to ensure that local communities could raise their concerns and queries 
regarding the draft IDP and Budget; 

• The Executive Mayor's State of the District Address which was delivered prior to the 
adoption of the draft IDP and Budget for 2011/12 at the Council meeting held on 28 May 
2010; 

• Moral Regeneration Movement launch on 20 May 2010; 




• Launch of Youth Month breakfast on 11 June 2010 to which youth structures from local 
municipalities were invited to attend; 

• Drought awareness and water conservation campaign held at schools and central business 
areas of Cathcart, Sutterheim, Dutywa, Butterworth, Alice, Fort Beaufort, Adelaide and 
Bedford on 25 to 27 May 2010. This was accompanied by a truck and large screen with water 
conservation messages. Flyers, posters and rulers with a water conservation message were 
handed out to communities and school pupils; 

• South African Local Government Association (SALGA) Eastern Cape games held between 2 
and 5 June 2010 in East London; 

• Consultation meeting with Nqolosa community on 18 May 2010.11.08 The Ncizele, Bojini 
and Jojweni Sanitation projects which were launched on 25 and 31 May 2010; 

• International Day against Drug Abuse and Illicit trafficking held on 20 June 2010. 

5.3 Ward committees' establishment and functionality 

The District Municipality does not have wards and as such no work was performed during the period 

under review on the functionality of the Ward Committees. 

5.4 Community Development workers performance monitoring 

• Despite agreement with the DLGTA Municipal Public Participation Unit at a meeting in April 
2008, no CDW reports have been made available to the Amathole District Municipality and 
not invitations have been issued to attend any CDW meetings. 

• However, District CDW coordinators are invited to the ADM's District Communicator Forum 
meetings and these are generally well attended. The DCF serves to share information on 
projects and programmes within the district and serves as a platform to learn and share. 

5.5 Communication Strategy 

• The ADM's Communications Strategy and Action Plan are now aligned to the municipality's 
Integrated Development Plan Process Framework Plan. An internal workshop with officials 
and councillors was held on 30 July 2009 to identify changes within the environment and any 
gaps in the strategy that needed to be addressed, to look at the challenges, objectives and 
strategies. This was followed up with more departmental workshops on 11 and 27 August 
2010. A broader consultative workshop was held with sector departments and local 
municipalities on 4 March 2010 where the draft document was reviewed and the action plan 
finalised. The Communications Strategy and Action Plan were finally adopted by Council on 
26 March 2010. The document was printed in a little booklet and distributed to ADM 
departmental officials. 



• In addition, a Customer Care Policy and Water Services Charter were also developed during 
the year and these documents were approved by Council on 29 January 2010. 

• Currently the ADM Communications Unit has the following members of staff: 

• lx Communications and Media Relations Manager (Assistant Director) 

• 2 X Chief Communications Officers 

• lx Chief Events Management Officer 

• 4 X Community Liaison Officers 

• lx Community Liaison Assistant (vacant) 

• 8 X Customer Care Assistants (located at Head Office and at the 7 Customer Care & Service 
Centres at local municipalities within the district) 

• The Communications Unit offices are located in the Executive Mayor's offices and report 
administratively to the Strategic Manager. 

• In terms of infrastructural resources, Senior Communication Officials all have access to 
comprehensive communication technology, including laptop computers, 3G cards and 
Blackberry cellphones which also relay emailed messages. The rest of the officials have 
access to desktop computers, emails and the internet. All Communication Officials, except 
the Customer Care Assistants, have access to cellphone allowances in order that they can 
communicate in the field. The Communications & Media Relations Manager has access to a 
vehicle allowance, whilst the rest of the communications staff have access to pool vehicles 
within the ADM. 

• The ADM established Customer Care & Service Centres at head office in East London, 
Stutterheim, Butterworth, Komga, Dutywa, Peddie, Adelaide and Fort Beaufort in 2008, and 
customer care assistants have been located at each branch. An electronic customer care 
management system has been introduced and frontline staff have been trained in how to 
operate the system. The system will allow the ADM to track and trace calls made, and will 
assist in desktop research such as the number of calls made, where they originated from, the 
types of queries received, information needs of communities, developing trends, calls 
resolved etc. 

5.6 Intergovernmental Relations 

Since its establishment, ADM IGR forum has consistently served as a consultative forum for 
government and stakeholders to discuss and consult on matters of mutual interest including plans, 
draft national and provincial legislation relating to matters of local government. The structure sits 
quarterly and consists of both the technical and the political structure. The technical structure 
chaired by the Municipal Manager or any official appointed by him sets the agenda for the political 
forum chaired by the executive Mayor. 

It is on very rare occasion that IGR quarterly meetings do not sit. Every financial year and in each 
quarter the meetings sit. There has also been an improvement in both the technical and the political 
IGR meetings. There is always close to ninety percent attendance of sector departments and eighty 
percent attendance of municipalities in every meeting. The meeting present opportunities for sector 



departments to table their plans for ADM municipalities and ADM in return present issues that are a 
concern of the sector departments that are presented during the IDP road shows and Imbizos. 

As a result of the above interactions IGR meetings have become a very significant platform of 
coordination of service delivery for government departments and municipalities. On a number of 
occasions some departments are invited to answer on concerns of municipalities regarding services 
they are supposed to render in the municipalities. 

In the year 2008, government adopted the concept of ExCo outreach in which members of the 
provincial executive target a particular municipality and wards in particular to look at issues of 
service delivery. ADM IGR forum becomes very useful in the coordination and facilitation of the ExCo 
outreach activities. One of these which by all implications is said to be of great success was in Tsomo 
which is part of Amahlathi District Municipality. In the 2010/11 financial year the ExCo outreach will 
be in Nkonkobe municipality at Fort Beaufort and Debenek respectively on the 18^^ and 19^^ of 
November 2010. A presentation has been made at the technical IGR meeting and preparations are 
in progress. 

Through the Intergovernmental Relations programme ADM has also been involved in learning and 
sharing activities with municipalities like Ugu District Municipality in the Province of kwaZulu Natal, 
Waterberg District Municipality in Limpopo, Greater Sekhukune District Municipality in also from 
Limpopo and Ehlanzeni District municipality from Mpumalanga. ADM also established relations with 
municipalities outside the boundaries of South Africa. These are Kampala Central Division in the 
republic of Uganda and Glasgow City Council in the United Kingdom. 

The focus of the above programmes have been to build capacity of ADM officials on a number of 
competencies including Local Economic Development, Issues of designated groups, managerial 
capacity etc. ADM still continues with some of these twinning programmes and has resolved to 
cancel some. It is worth mention that ADM is continuing with its relations with the two 
municipalities abroad. 

Challenges 

Intergovernmental relations is meant to be a planning tool in which municipalities had to be part of 
project Identification when sector departments do their planning. This has not happened as per the 
desire of government stakeholders. Municipal IDPs continue to be adopted without plans from the 
sector departments. The agendas of the Technical Support Group, the Premier's Coordinating 
Forum and the MuniMEC are not very much influenced by what is taking place at municipalities. The 
local municipalities are not taking part in the Budget Indabas of the sector departments 



5.7 Legal matters 


5.7.1 Setting up of Legal Unit 

During the financial year under review, the Municipality appointed a Senior Manager: Legal Services 
to oversee the legal matters of the Municipality. In addition, as and when required, the Municipality 
has made use of the following professional service providers: 

Wesley Pretorius and Associates; 

Squires Smith and Laurie Inc; and 
Smith Tabata Inc. 



5.7.2. Management of litigation 


The following litigation matters have been dealt with during the year under review: 


Matter 

Professional 

Background 

Status 

Fingo Regional Authority 

Justin Laing / Sibongile 
Tito 

The FRA and Butterworth Mall (Pty) Ltd cited the 

ADM as a party in eviction proceedings. The 

Applicants seek an order against the ADM for the 
provision of water to a community 

The matter has been placed on the roll for hearing 
in the Opposed Motion Court on Friday, 30 April 

2010. Matter set down on the opposed roll on 17 
August 2010. 





Qolora Traditional Council 

Qolora Traditional 

Council 

First Respondent was interdicted and restrained from 
excavating land situate at Upper Macibe Locality, 
Centane. 

The matter has been set down for hearing on 11 
March 2010. The matter has now been set down for 
the 17th August 2010 on the opposed roll 





Amathole Forestry Co 
(Pty) Ltd 

Justin Laing 

In June 2009, the Amathole Forestry Company ('AFC') 
brought an application to set aside the authorisation 
granted by the MFC for Economic Development and 
Environmental Affairs for the ADM to construct low 
cost housing on the farm, New Glenholm No. 182, 
Hogsback. The ADM is cited as the Third Respondent 

By agreement, an order was granted requiring 
the ADM to obtain an independent fire risk 
assessment. This was obtained and discussed 

with AFC 





Mveni, Mthuthuzeli Austin 

Sibongile Tito 

Two claims were instituted in May 2008 against 
Mthuthuzeli Mveni, previously employed by the 

ADM. The first claim related to an agreement of 
financial assistance to Mr Mveni to cover the cost of 
his tertiary studies. The second claim relates to 
salary that was given to Mr Mveni in advance. 

A Request for Default Judgment was submitted 
to the Court in October 2008, and to date it has 
not been returned. File handed to our 
collections department for further steps to be 
taken 








HA Wylie & Sons 

Sibongile Tito 

Claim brought in April 2007 for recovery of 
outstanding RSC levies. Defended by HA Wylie & 

Sons. 

Matter was argued in the Magistrates Court in 
March 2010. Judgment is awaited on the 
matter. 





Tigana Group CC 

Sibongile Tito 

Claim brought by Tigana Group CC for services 
rendered. Summons issued in the High Court 

Payment in the amount of R36 228.05 being in 
respect of costs and interest received from 
client and paid to Abdo &. Abdo attorneys in 
February 2009. By agreement each party 
withdrew its action and settled further costs. 





Michelle Fourie 

Michelle Weppelman 

ADM has been cited as Fifth Defendant in an action 
for damages claimed as a result of a collision with a 
cow. The incident occurred at Cintsa East on or about 
18 June 2004 at approximately 18h40. Damages 
include payment for medical expenses, pain and 
suffering. 

The Plaintiff has indicated that it wishes to 
serve a replication to the ADM's plea. 

Pleadings have not yet closed as the Plaintiff 
still awaits pleas from the remaining 

Defendants. 





Fernfin 

Sibongile Tito 

ADM wishes to institute action against Vuma JV 
Lungalabantu Construction and its surety, Fernfin, of 
Mthatha. This relates to the award of a contract in 
March 2007. 

Await further information regarding the actual 
damages suffered by ADM as a result of the 
non-performance of the contract by Vuma JV 
Lungalabantu Construction. Summons has 
been drafted and sent to Counsel. 





Vincent Hardware 

Sibongile Tito 

Claim brought by ADM for outstanding municipal 
service charges. Summons issued in East London 
Magistrates Court 

Offer made by attorneys for defendant. 

Accepted on behalf of ADM. Matter closed. 







Rulumeni A 


Tamryn Harris 


Plaintiff claims against the Defendant a sum of R38 
583.91 for water and sanitation consumption for 
period up to June 2008 


Defendant's Attorneys have set down an 
Application to Compel re compelling discovery 
for the 09th September 2010. Matter to be 
argued on the 09th September 2010 


Bikitsha EA 


Tamryn Harris 


The Plaintiff claims against the Defendant a sum of R31 
174.26 for water and sanitation consumption incurred in 
respect of Erf 56 Dutywa during the period and up to June 
2008 


Defendant's Attorneys have set down an Application 
to Compel re compelling discovery for September 
2010. Matter to be argued. 


Ndlodaka PG 


Tamryn Harris 


The Plaintiff claims against the Defendant a sum of R19 
755.83 for water and sanitation consumption incurred in 
respect of Erf 58 Dutywa for period up to June 2008 


Defendant's Attorneys have set down an Application 
to Compel re compelling discovery for the 09th 
September 2010. Matter to be argued on the 09th 
September 2010 


Sangqu PP 


Tamryn Harris 


The Plaintiff claims against the Defendant a sum of R9 
283.81 for water and sanitation consumption incurred in 
respect of Erf 105 Dutywa for period up to June 2008 


Matter handed over to Squires to proceed in the 
recovery process 


M&L Potelwa (Pty) Ltd 


Tamryn Harris 


The Plaintiff claims against the Defendant a sum of R23 
427.33 for water and sanitation consumption incurred in 
respect of Erf 155 Dutywa for period up to June 2008 


Defendant's Attorneys have set down an Application 
to Compel re compelling discovery for September 
2010. ADM have filed opposing papers, matter to 
be argued. 


Score Supermarket 


Tamryn Harris 


The Plaintiff claims against the Defendant a sum of R14 
112.49 for water and sanitation consumption incurred in 
respect of Erf 215 Dutywa for period up to June 2008 


Defendant has not pleaded, we have instructed HS 
Tutu to serve and file the Plaintiff's Discovery 
Affidavit. Awaiting confirmation of same. 



Mgayi NC 

Tamryn Harris 

The Plaintiff claims against the Defendant a sum of R38 
016.39 for water and sanitation consumption incurred in 
respect of Erf 247 Dutywa for period up to June 2008 

Defendant's Attorneys have set down an Application 
to Compel re compelling discovery for September 
2010. ADM have filed our opposing papers, matter 
to be argued. 





Dyasi DM 

Tamryn Harris 

Plaintiff claims against the Defendant a sum of R16 641.28 
for water and sanitation consumption incurred in respect 
of Erf 327 Dutywa for period up to June 2008 

Defendant's Attorneys have set down an Application 
to Compel re compelling discovery for September 
2010. ADM have filed our opposing papers, matter 
to be argued. 





Masekwana HM 

Tamryn Harris 

Plaintiff claims against the Defendant a sum of R12 579.05 
for water and sanitation consumption incurred for period 
March 2008 to June 2008 

Discovery is now complete. ADM in the process of 
arranging a pre-trial conference. 





Bulana NA 

Tamryn Harris 

Plaintiff claims against the Defendant a sum of R14 612.49 
for water and sanitation consumption incurred for period 
March 2008 to June 2008 

Defendant's Attorneys have set down an Application 
to Compel re compelling discovery for the 09th 
September 2010. Matter to be argued on the 09th 
September 2010 





M&L Potelwa (Pty) Ltd 

Tamryn Harris 

Plaintiff claims against the Defendant a sum of R4 872.19 
for water and sanitation consumption incurred in respect 
of Erf 215 Dutywa for period up to June 2008 

Judgment was granted. Matter transferred to 

Squires 





Mapoyi PS 

Tamryn Harris 

Plaintiff claims against Defendant a sum of R15 884.70 for 
basic water consumption for period up to June 2008 

Defendant's Attorneys have set down an Application 
to Compel re compelling discovery for September 
2010. ADM have filed opposing papers, matter to 
be argue. 



1. Prevention mechanisms of current litigations: 

By its strict adherence to the provisions of Supply Chain Management 
Regulations, the Municipality minimises the risk of being sued in respect of 
irregular procurement practices. However the Municipality cannot prevent 
people from exercising their Constitutional rights, if they so choose to institute 
legal proceedings against the Municipality. 

2. Criminal matters emanating from corruption and fraud 

During the year under review, there were no criminal matters emanating from 
corruption and fraud. 

5.8.3 Management of Legal Risks 

There is no specific legal policy in place aimed at the management of legal risks. 
However, compliance with the legislative framework governing local government as 
well as adherence to internal policy provisions ensures that legal risks to the 
Municipality are minimised. 



PART 3- FUNCTIONAL AREAS 
REPORTING AND ANNEXURE 




A: FUNCTIONAL AREA SERVICE DELIVERY REPORTING 


1. General information (population statistics) 

<lnsert name of municipality> 

GENERAL INFORMATION 

Reporting Level Detail 

Overview: 

POPULATION GROUP 

The ADM had an estimated total population of 1641 337 people in 2008 and these were divided 
according to the population groups as specified below 


Population Group, ADM, 2008 



Black 

Coloured 

Indian or Asian 

White 

Amathole 

91.89% 

2.90% 

0.26% 

4.94% 

Mbhashe LM 

99.70% 

0.15% 

0.02% 

0.13% 

Mnquma LM 

99.61% 

0.17% 

0.07% 

0.15% 

Great Kei LM 

90.25% 

1.62% 

0.00% 

8.14% 

Amahlathi LM 

95.22% 

1.76% 

0.12% 

2.90% 

Buffalo City LM 

85.48% 

4.59% 

0.51% 

9.42% 

Ngqushwa LM 

99.54% 

0.33% 

0.13% 

_ 

Nkonkobe LM 

94.43% 

4.76% 

_ 

0.82% 

Nxuba LM 

76.42% 

15.41% 

_ 

8.18% 


Main Economic Activities 

ADM has the second largest economy in the Province, contributing 27% to the Provincial economy. East London, 
Bhisho, Butterworth and King Williams Town are areas of significant economic activity in the Amathole district. 
Economic activity in the District is concentrated mainly within the central business districts of these major towns. 
These towns also function as centers of economic activity for surrounding areas and smaller towns, with 
manufacturing, trade, finance and community services sectors dominating the district's economy. As a result of its 
central location in the province, the district has good economic links with neighboring districts. 

A growing modern economy linked to global production chains in East London is contrasted with an extremely poor 
rural economy in former homeland areas. A 32. % unemployment rate has been recorded in the area, with 55% of 
the population in the district living below the minimum living level threshold. High levels of poverty and inequality 
exist especially in the eastern part of the district. There is a substantial need for investment in social and economic 



infrastructure throughout the district, but especially in the former homeland areas. The district has diverse natural 
resources in terms of soils, vegetation, climate and topography. 

Sectoral production structure of the ADM economy, 2008 



d. The economy of the ADM is dominated by the community services sector (32 percent). This sector is 
inclusive of government services and its size in the ADM can be attested to by the presence of the 
Provincial Government Head Offices in Bhisho. 

e. Finance (26 percent) , Manufacturing (17 percent) and Trade (13 percent) are the other large sectors 
in the District 

f. Other contributing sectors are agriculture (4 percent), construction (3 percent) and transport (6 
percent). The contribution of mining (0.1) and electricity (0.8) remains very minimal 


Information: 


<Provide statistical information on (as a minimum):> 
Geography: 


The Amathole District Municipality is situated within the Eastern Cape Province, between Port Alfred and Port St John's, and includes the city of 
East London. The district stretches from the Indian Ocean coastline in the south to the Amathole Mountains in the north. The District includes 
the large parts of the former Ciskei and Transkei homeland areas, which means the district has large disparities within its borders. It is bordered 
by the Cacadu, Chris Hani, and OR Tambo municipalities. The District covers a land area of roughly 23,577. llkm^. 


1 



<tofa/: 

Demography: 

Population 

According to Statistics South Africa {Community Survey, 2007), the population of the Amathole District was about 1,635,433 in 2007. The 

population is unevenly distributed among the eight Local Municipalities. The number of households is 458,582. G159 

<tofa/: 

Indigent Population 

Amathole District Municipality developed an Indigent Policy.. As part of the public participation 
processes, the Indigent Policy and the Revenue Policies & By-Laws, were subjected to IDP consultative 
public sessions during the 2010/2011 IDP review process. One key consideration to the Indigent Policy is 
the threshold applicable to qualify households as indigent. The current indigent policy threshold for a 
household to qualify as indigent is R2,160, while the revised Draft Indigent Policy has an amount 
equivalent to twice the current state old age pension as a threshold. 

Public participation processes commenced during January 2010 and the Indigent Policy, and Revenue 
Policies & By-Laws were to be presented to Council during March 2010 for adoption. 

b. Implementation of the Indigent Policy 

Upon the adoption of the Draft Indigent Policy in March 2010, ADM will be in a position to implement 
the policy and also amend the current threshold of R2,160 required for households to qualify for 
indigent subsidies to the final approved amount as per the reviewed policy (current proposed amount is 
equivalent to twice the state old age pension per household). 

Amathole District Municipality has also been utilizing students in the areas of Mnquma, Nxuba, 

Nkonkobe, Ngqushwa, Amahlathi, Mbhashe, and Great Kei to assist with door to door campaigning for 
the registration of indigent households. This will assist the municipality in meeting its target of 
registering all indigents in the district by June 2012. 

The updating of the indigent register is an ongoing process as the ADM Indigent Officers monitor it on a 
monthly basis to ensure that those consumers whose indigent status has expired are removed from the 
indigent register until such consumers re - apply for indigent subsidies. 

<tofa/: 

Total number of voters 

<tofa/: 

Aged breakdown: 

a. In terms of gender, the Amathole District has a fairly equal distribution as measured in the 2007 Community Survey, at 46.3% male and 
53.7% female. 

b. In terms of the age structure, 66.61% of the Amathole District population in 2007 fell within the economically active population (EAP) 
range. 33.39% of the population (such as children and the elderly) is dependent on the economically active population for their 
subsistence. 




Household income; 


The following graph depicts the distribution of annual household income among the different income groups in the Amathole District, as 
measured in the 2001 Census. 


a. According to the above graph, the majority of households in the ADM earn between no income and R19,201 per annum. This means that 
almost 79% of households earned a monthly income of Rl,200 or less. 

b. The average weighted income (AWI*) as measured in 2001 was as follows: 



2001 

2008 

SA 

R 4,265.03 

R 7,122.11 

EC 

R 2,623.53 

R 4,380.98 

Amathole 

R 2,535.22 

R 4,233.52 


Statistics SA (Census 2001) and Urban-Econ Calculations 


Ml/1// is the average income of households, taking into account the distribution of households across income categories. 

c. The number of people in poverty is an indicator of household members who reside in households whose total income falls below a 
particular level. The level used here is based on Global Insight data which uses the Bureau for Market Research (BMR) Minimum Living 
Level (MLL) that ranges from R893 for a single person household to R3314 for an eight person household (ADM GDS, 2007). 

d. The Mbhashe LM and Ngqushwa LM experienced the highest poverty levels. Buffalo City, being the DMs primary node, has the lowest 
poverty percentage, 54%. 

e. Figure 1.2 is a map indicating poverty levels in the ADM. 






2. Finance and Administration function's performance 


Function; Finance and Administration 

Sub Function; Finance 


Reporting Level 


Detail 


Total 


Overview: 


The Finance function involves Budgeting, Supply Chain Management, Expenditure Management, Revenue and Water Service 
Authority Financial Management and Accounting and Reporting activities. 


The annual financial statements have been prepared on an accrual basis of accounting and are in 
accordance with historical cost convention, unless specified otherwise. The annual financial statements 
have been prepared in accordance with the effective Standards of Generally 

Recognised Accounting Practice (GRAP), including any interpretations and directives issued by the 
Accounting Standards Board in accordance with Section 122(3) of the Municipal Finance Management Act, 
(Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial statements are set 
out below. 

Assets, liabilities, revenues and expenses have not been offset except as required or permitted by a 
Standard of GRAP. The accounting policies applied are consistent with those used to present the previous 
year's financial statements, unless explicitly stated. The details of any changes in accounting policies are 
explained in the relevant policy. 

1.2SIGNIFICANT JUDGEMENTS, ESTIMATES AND ASSUMPTIONS 

In the process of applying the municipality's accounting policies, management has made the following 
significant accounting judgements, estimates and assumptions, which have a significant effect on the 
amounts recognised in the financial statements; 

Operating lease commitments -Municipality as lessor 

The Municipality has entered into commercial property leases on its investment property portfolio. The 
Municipality has determined that it retains all the significant risks and rewards of ownership of these 
properties and thus accounts for them as operating leases. 

Pension and other post-employment benefits 

The cost of defined benefit pension plans and other employment medical benefits are determined using 
actuarial valuations. The actuarial valuation involves making assumptions about discount rates, expected 
rates of return on assets, future salary increases, morality rates and future pension increases. Due to long - 
term nature of these plans, such estimates are subject to significant uncertainty. 

Impairment of trade receivables 

The calculation in respect of the impairment of debtors is based on an assessment of the extent to which 
debtors have defaulted on payments already due, and an assessment of their ability to make payments 
based on their creditworthiness. This was performed per debtor type. 


Property, plant and equipment 

The useful lives of assets are based on management's estimation. Management considers the impact of 
technology, availability of capital funding, service requirements and required return on assets to 
determine the optimum useful life expectation, where appropriate. The estimation of residual values of 
assets is also based on management's judgment whether the assets will be sold or used to the end of their 
useful lives, and in what condition they will be at the time. 

Infrastructure assets 

The determination of the fair value of the water infrastructure assets is based upon assumptions and 
professional judgment applied by consulting engineers using best engineering practice and industry norms 
and standards. 

The following assumptions have been made in the compilation of the low data confidence infrastructure 
asset register: 

- The construction year is estimated using sources in the following order of precedence: 

Available technical records, interviewing of operations staff, comparison with adjacent 
infrastructure. When the date of acquisition is not known and the construction year is 
estimated, the acquisition date is assumed to be on the 1st day of January in the year of 
construction. 

- The consumption of the benefits of infrastructure assets are predominantly uniform over the 
life of the assets. 

The depreciation is therefore assumed to be straight line for all infrastructure assets. 

- The residual value of all civil infrastructure assets is negligible as there is no open market for 
the materials used in civil infrastructure and the realizable value is very small. The scrap value 
of mechanical and electrical plant is also negligible. 

- To calculate the asset value at 1 July 2006, the current replacement cost at 30 June 2010 was 
indexed back using the SA Building and Construction lndex[l]. The last 12 months index figures 
were not available from the Department of Trade and Industry, so the Service Provider's index 
tracking published on its internal website was used to update the published indices. The 
Remaining Useful Life was estimated using a combination of visual inspection and information 
on asset performance provided by the operations staff. 

For hidden assets, such as pipes, the assessment is based on the age of the pipes and Information on 
performance from the operations staff. 

Water stock 

The estimation of the water stock in the reservoirs and pipelines is based on an assumption of the network 
reticulation capacity at year end. Existing drought conditions have also been taken into consideration. 

The water stock on hand has been estimated using engineering best practice and industry norms and 
standards. 


Provisions and contingent liabilities 

Management's judgment is required when recognizing and measuring provisions and when measuring 
Contingent liabilities. Provisions are discounted where the effect of discounting is material. 

Held-to-maturity financial assets 

Management has reviewed the held-to-maturity financial assets in light of its capital management and 
liquidity requirements and has confirmed the positive intention and ability to hold these asserts to 
maturity. 

1.3. CONSOLIDATED FINANCIAL STATEMENTS 

The municipality's financial statements incorporate the financial statements of the parent entity, Amathole 
District Municipality, and its municipal entity, Amathole Economic Development Agency, presented as a 
single entity and consolidated at the same reporting date as the parent entity. 

All inter-entity transactions and balances, unrealized gains and losses within the economic entity are 
eliminated upon consolidation. Where appropriate the accounting policies of controlled entities conform 
to the policies adopted by the Municipality. 

1.4. PRESENTATION CURRENCY 

These annual financial statements are presented in South African Rand, which is the functional currency of 
the municipality. The amounts in the annual financial statements are rounded to the nearest rand. 

1.5. GOING CONCERN ASSUMPTION 

These annual financial statements have been prepared on a going concern basis. 

1.6. COMPARATIVE INFORMATION 
Current year comparatives (budget) 

Budget information in accordance with GRAP 1, has been provided in an annexure to these financial 
statements. In addition a note has been added to the annual financial statements, for the current financial 
year only. 

Prior year comparatives 

When the presentation or classification of items in the annual financial statements is amended, prior 
period Comparative amounts are reclassified and restated. The nature and reason for the reclassification 
and restatement are disclosed in the Notes to the Financial Statements. Where accounting errors have 
been identified in the cuthe correction is made retrospectively as far as is practicable, and the prior year 
and the prior year comparatives are restated accordingly. Where there has been a change in accounting 
policy in the current year, the adjustment is made retrospectively as far as is practicable, and the prior year 
comparatives are restated accordingly. 


The function of finance within the municipality is administered as The function of finance within the municipality is 


Description of the 
Activity: 


Analysis of the 
Function: 


follows and includes:- 


administered as follows and includes:- 


Budget and General:- 

Revenue and WSA Finance Management - 
Supply Chain Management- 

Expenditure Management - 

The accounting and reporting function - 

The function of finance within the municipality is administered as 
follows and includes:- 

Budget and General:- 

Revenue and WSA Finance Management - 


<Provide statistical information on (as a minimum):> 


Budget and General:- 

Revenue and WSA Finance Management - 
Supply Chain Management- 

Expenditure Management - 

The accounting and reporting function - 

The function of finance within the municipality is 
administered as follows and includes:- 

Budget and General:- 

Revenue and WSA Finance Management - 


Debtor billings: number and value of monthly billings: 

Function - <water & sanitation> 

- Number and amount billed each month across debtors by function (e.g.: water, electricity etc) and by category: 
Total Billing (water & sanitation) July 2009 to June 2010: R128 004 659.76 (Receipts: R28 267 627.16) 


/ 

<total> 

<58 752> <Rm 


Government: R21 559 035.33 
Residents:R48 462 492.35 
Business:R18 758 994.42 
Other: R9 224 137.66 


Billing: 


Categohes 

July 

Aug 

Sept 

Oct 

Nov 

Dec 

Jan 

Feb 

March 

April 

May 

June 














Government 

R 1 692 774 

R 1 745 837 

R 1 554 528 

R 1 632 113 

R 1 836 222 

R 1 428 770 

R 2 088 058 

R 2 446 092 

R 1 769 752 

R 1 772 327 

R 1 609 098 

R 1980 862 














Business 

R2 038 140 

R 1 703 742 

R 1 747 674 

R 1 386 347 

R2 007 878 

R1 138 319 

R 1 653 326 

R 1 734 677 

R 1 234 662 

R 1 609 084 

R1 164 360 

R 1 340 783 














Domestic 

R 7 174 374 

R 7 272 075 

R 7 116 573 

R 5 786 658 

R 5 631 984 

R7 715 156 

R 7 255 320 

R 5 921 906 

R 5 566 335 

R 7 647 787 

R 5 449 514 

R 5 924 809 














Other 

R 735 619 

R 786 873 

R 829 096 

R 897 956 

R 997 116 

R 896 464 

R 1 317 766 

R 1 008 545 

R 757 535 

R 724 857 

R 728 329 

R 683 218 


Note: create a suitable table to reflect monthly billed and received (against billed) across debtors by function (eg: 
water, electricity etc) and by category. 

Debtor collections: value of amount received and interest billed & received: 

Function - <water, sanitation> 


R (000s) 
<R28267 
627.16> 
<received> 


/ 


< 


Total Receipts (water & sanitation) July 2009 to June 2010: R28 267 627.16 


Receipts 





Categofies 

July 

Aug 

Sept 

Oct 

Nov 

Dec 

Jan 

Feb 

March 

April 

May 

June 














Government 

R -693 582 

R -665 370 

R -612 970 

R -602 970 

R -601 838 

R -626 003 

R -607 296 

R -580 690 

R -879 378 

R -581 561 

R -615 498 

R -648 179 














Business 

R -245 980 

R -246 757 

R -364 209 

R -337 350 

R -408 965 

R -401 676 

R -349 495 

R -368 763 

R -327 404 

R -372 535 

R -354 868 

R -392 993 














Domestic 

R -990 390 

R -979 251 

R -924 143 

R -956 880 

R -1 001 428 

R -1 063 297 

R -1015 096 

R -1 032 527 

R -1 033 513 

R -1026 110 

R -1 062 910 

R -1 149 384 














Other 

R -284 455 

R -284 743 

R -332 607 

R -319 194 

R -363 134 

R -327 391 

R -375 on 

R -383 293 

R -393 946 

R -362 446 

R -362 667 

R -363 652 

Interest Billed & Receireds 





Julj- 

Aug 

Sept 

Oct 

Nov 

Dec 

Jan 

Feb 

March 

April 

May 

June 














BiUed 

1 19 S m.52 

1 259 301.27 

1267213.43 

1 305 137.96 

1344 533.04 

1 333 160.20 

1435 399.73 

1 461 236.27 

1 439 205.97 

1 460 693.37 

1 493 513.41 

1 532 132 16 














Received 

34.99 

-32 345.34 

-92 136.44 

-34 931.75 

-96 664.11 

-121 724.23 

-93 363.99 

-93 043.37 

-156 092.52 

-117 543.39 

-173 313.60 

-134 75 1 20 


3 


- Value received from monthly billings each month and interest from the previous month across debtors by function 
(eg: water, electricity etc) and by category: Government, Business, Residents and Indigents 

Note: create a suitable table to reflect amount received from that month's billings plus interest from the previous 
month across debtors by function and by category. 

Debtor analysis: amount outstanding over 30, 60, 90 and 120 plus days: R (000s) 

Function - <water and sanitation> 

- Total debts outstanding over 30, 60, 90 and 120 plus days across debtors by function (water, sanitation etc) and <total> 
category 


Department 

30 Days 

60 Days 

90-1- Days 

Total 






G o ve rn m e nt 

V53 TS7.31 

T33 6S4.TO 

2 904 51T.11 

4 4TOOS4.3T 






Businesses 

&2.2. 353.13 

STS 930.35 

13 T3S 5ST.53 

13 439 9S1.1T 






Donne Stic 

5 13 Z Til. 19 

3 2.05 9T0.13 

155 S39 TTS.S3 

ITT TIS 450.15 






Other 

10 930 095.^' 

494 349.31 

13 Z51 22&.U5 

15 3SO'449.5S 






Totals 

IT 554 9 5S.Ji3 

T 335 134. TO 

193 T34 304. T2 

223 T34 39T.55 


4 


Note: create a suitable table to reflect debts outstanding over 30, 60, 90 and 120 plus days across debtors by 
function and category 


/ 


Write off of debts: value of written off for 2009 -2010: R20 960 691.00 

-Abeyance Write - offs: R19 296 723.77 

- Levy Write- offs: R 373 821.26 

- Other Write - offs: R1 290 145.97 


Reporting Level 


5 


Property rates (Residential): 

- Number and value of properties rated 

- Number and value of properties not rated 

- Number and value of rate exemptions 

- Rates collectible for the current year 


6 Property rates (Commercial): 

- Number and value of properties rated 

- Number and value of properties not rated 

- Number and value of rate exemptions 

- Rates collectible for the current year 
8 Property valuation: 


Detail 


<number> 

<nuinber> 

<number> 


Total 


<number> 

<nuinber> 

<nuinber> 


- Year of last valuation 

<year> 


- Regularity of valuation 

<cycle> 


Indigent Policy: 



- Quantity (number of households affected / registered as indigents during 2009 / 2010: 4928 

- Quantum (total value across municipality - 2009 / 2010): R557 483.10 

4928 


Creditor Payments: 

R (000s) 


<List creditors here> 

<value> 



1350 


Ninham Shad Pty Ltd 

2 695 


Umso Construction Pty Ltd 

2 903 


Border Rural Committee 

3319 


Buffalo City Municipality 

Amatola Water 

15570 


This information is as per Trade Creditors - General Ledger 



Note: create a suitable table to reflect the five largest creditors individually, with the amount outstanding over 30, 

60, 90 and 120 plus days 


i 

External Loans: 

R (OOOs) 

F 

- Total loans received and paid during the year 

R615 871 

R 

Note: Create a suitable table to reflect the balance of each external loan at the beginning of the year, 
new loans raised during the year and loans repaid during the year as well as the balance at the end of 
the year. Interest rates payable on each loan, together with the date of repayment should be also 
disclosed in the table. 



Delayed and Default Payments: 



<List delayed and default payments here> 

<value> 


List here whether Council has delayed payment on any loan, statutory payments or any other default of a material 
nature 



Note: This information need not be reported here if reported as notes to the accounts. 




3. Planning and Development function's performance 


Function: 

Planning and Development 



Sub Function: 

Economic Development 







Reporting Levei 

Detail 

Tota 






Overview: 

ADM has 2""^ largest economy in the province, contributing 32% to the 
provincial economy. East London, Bhisho, Butterworth and King Williams 
Town are areas of significant economic activity in the Amathole district. 
Economic activity in the district is concentrated mainly within the Central 
Business Districts of these major towns. These towns also function as 
centres of economic activity for surrounding areas and smaller towns, with 
manufacturing, trade, finance and community services sectors dominating 
the district's economy. As a result of its central location in the province, 
the district has good economic links with neighbouring districts. 

A growing modern economy linked to global production chains in East 
London is contrasted with an extremely poor rural economy in former 
homeland areas. An unemployment rate of 32% was recorded in the area 
in 2008 and 77% of the population in the district were estimated to be 
living below the minimum living level threshold. 

High levels of poverty and inequality exist especially in the eastern part of 

the district. There is a substantial need for investment in social and 

economic infrastructure throughout the district, but especially in the 

former homeland areas. The district has diverse natural resources in terms 

of soils, vegetation, climate and topography. 






Description of the Activity: 

The function of economic planning / development within the 
municipality is administered as follows and includes: 



<List administration of each function here: this should detail what is 
offered, and how it is offered to the community> 



These services extend to Include <function/area>, but do not take 
account of <function/area> which resides within the jurisdiction of 
<national/provincial/other private sector> government. The 
municipality has a mandate to: 



<Listhere> 



The strategic objectives of this function are to: 



<Listhere> 



The key issues for 200X/0Y are: 



<Listhere> 









Analysis of the Function: 

1 

2 

<Provide statistical information on (as a minimum):> 



Number and cost to employer of all economic development 
personnel: 


R (000s) 

- Professional (Directors / Managers) 

<total> 

<cost> 

- Non-professional (Clerical / Administrative) 

<total> 

<cost> 

-Temporary 

<total> 

<cost> 

- Contract 

<total> 

<cost> 




3 

4 

5 

6 

6 

Note: total number to be calculated on full-time equivalent (FTE) 
basis, total cost to include total salary package 



Detail and cost of incentives for business investment: 


R (000s) 

<list details> 


<cost> 

Note: list incentives by project, with total actual cost to municipality 
for year 



Detail and cost of other urban renewal strategies: 


R (000s) 

<list details> 


<cost> 

Note: list strategies by project, with total actual cost to municipality 
for year 



Detail and cost of other rural development strategies: 


R (000s) 

<list details> 


<cost> 

Note: list strategies by project, with total actual cost to municipality 
for year 



Number of people employed through job creation schemes: 



- Short-term employment 

<number> 


- Long-term employment 

<number> 


Note: total number to be calculated on full-time equivalent (FTE) 
basis, and should only be based on direct employment as a result 
of municipal initiatives 



Number and cost to employer of all Building Inspectors employed: 


R (000s) 

- Number of Building Inspectors 

<number> 

<value> 

- Temporary 



- Contract 



Note: total number to be calculated on a full-time equivalent (FTE) 
basis, total cost to include total salary package 



Details of building plans: 



- Number of building plans approved 

<number> 


- Value of building plans approved 

<value> 






Reporting Level 

Detail 

Tota 

1 


Note: Figures should be aggregated over year to include building 
plan approvals only 



7 

Type and number of grants and subsidies received: 


R (000s) 


<list each grant or subsidy separately> 

<total> 

<value> 


Note: total value of specific planning and development grants 
actually received during year to be recorded over the five quarters - 
Apr to Jun last year, Jul to Sep, Oct to Dec, Jan to Mar, Apr to Jun 
this year. 














4. Community and social services function's performance 


Function: Community and Social Services 

Sub Function: All inclusive 


Reporting Level 

Detail 

Total 

Overview: 

Includes all activities associated with the provision of community and 
social services 



Description of the 

Activity: 

The function of provision of various community and social services 
within the municipality is administered as follows and includes: 




<List administration of each function here: this should detail what is 
offered, and how it is offered to the community> 




These services extend to include <f unction/ area>, but do not take 
account of <function/area> which resides within the jurisdiction of 
<national/provincial/other private sector> government. The 
municipality has a mandate to: 




<Listhere> 




The strategic objectives of this function are to: 




<Listhere> 




The key issues for 200X/0Y are: 




<Listhere> 











Analysis of the 

Function: 

<Provide statistical information on (as a minimum):> 



1 

Nature and extent of facilities provided: 

no of 
facilities: 

no of users: 


- Library services 

<number> 

<number> 


- Museums and art galleries 

<number> 

<number> 


- Other community halls/facilities 

<number> 

<number> 


- Cemetaries and crematoriums 

<number> 

<number> 


- Child care (including crechesetc) 

<number> 

<number> 


- Aged care (including aged homes, home help) 

<number> 

<number> 


- Schools 

<number> 

<number> 


- Sporting facilities (specify) 

<number> 

<number> 


- Parks 

<sq l<m> 

<number> 


Note: the facilities figure should agree with the assets register 



2 

Number and cost to employer of all personnel associated with each 
community services function: 


R(000s) 


- Library services 

<total> 

<cost> 


- Museums and art galleries 

<total> 

<cost> 


- Other community halls/facilities 

<total> 

<cost> 


- Cemetaries and crematoriums 

<total> 

<cost> 


- Child care 

<total> 

<cost> 


- Aged care 

<total> 

<cost> 


- Schools 

<total> 

<cost> 


- Sporting facilities 

<total> 

<cost> 


- Parks 

<total> 

<cost> 




Note: total number to be calculated on full-time equivalent (FTE) 
basis, total cost to Include total salary package 



6 

Total operating cost of community and social services function 


R (000s) 


Key Performance Area 

Performance During the Year, Performance Targets Against 
Actual Achieved and Plans to Improve Performance 

Current 

Target 





• Approved 
HIV/AIDS 
strategy: 

• Approved 
Disaster 
management 
policy 
frameworks 
and plans 
(Metro and 

DM) 

< List here the actual performance achieved over the financial year, 
and the variance between performance planned and actual 
performance, providing an explanation of the variance. Also provide 
details of any improvements planned for next year. 










5. Housing function's performance 


Function: Housing 

Sub Function: N/A 


Reporting Level 

Detail 

Total 

Overview: 

Includes all activities associated with provision of housing 



Description of the 

The function of provision of housing within the municipality is 



Activity: 

administered as follows and includes: 




<List administration of each function here: this should detail what is 
offered, and how it is offered to the community> 




These services extend to include <function/area>, but do not take 
account of <function/area> which resides within the jurisdiction of 
<national/provincial/other private sector> government. The 
municipality has a mandate to: 




<List here> 




The strategic objectives of this function are to: 




<List here> 




The key issues for 200X/0Y are: 




<List here> 











Analysis of the 
Function: 

<Provide statistical information on (as a minimum):> 



1 

Number and cost of all personnel associated with provision of 
municipal housing: 


R (000s) 


- Professional (Architects/Consultants) 

<total> 

<cost> 


- Field (Supervisors/Foremen) 

<total> 

<cost> 


- Office (Clerical/Administration) 

<total> 

<cost> 


- Non-professional (blue collar, outside workforce) 

<total> 

<cost> 


-Temporary 

<total> 

<cost> 


- Contract 

<total> 

<cost> 


Note: total number to be calculated on full-time equivalent (FTE) 
basis, total cost to include total salary package. Professional includes 
project design. Field includes all tradespersons. 



2 

Number and total value of housing projects planned and current: 


R (000s) 


- Current (financial year after year reported on) 

<total> 

<value> 


- Planned (future years) 

<total> 

<value> 


Note: provide total project and project value as per initial or revised 
budget 



3 

Total type, number and value of housing provided: 


R (000s) 


<list details by type of dwelling, see below> 

<total> 

<value> 


Note: total number and total value of housing provided during financial 
year 



4 

Total number and value of rent received from municipal owned rental 
units 


R (000s) 


<list details, including number of units handed over to residents> 

<total> 

<value> 

5 

Estimated backlog in number of (and costs to build) housing: 


R (000s) 




<list details by type of dwelling, see below> 

<total> 

<cost> 


Note: total number should appear in IDP, and cost in future budgeted 
capital housing programmes 



6 

Type of habitat breakdown: 




- number of people living in a house or brick structure 

<total> 



- number of people living in a traditional dwelling 

<total> 



- number of people living in a flat in a block of flats 

<total> 



- number of people living in a town/cluster/semi-detached group 
dwelling 

<total> 



- number of people living in an informal dwelling or shack 

<total> 



- number of people living in a room/flatlet 

<total> 


Reporting Level 

Detail 

Total 

7 

Type and number of grants and subsidies received: 


R (000s) 


<list each grant or subsidy separately> 

<total> 

<value> 


Note: total value of specific housing grants actually received during 
year to be recorded over the five quarters - Apr to Jun last year, Jul to 
Sep, Oct to Dec, Jan to Mar, Apr to Jun this year. 



8 

Total operating cost of housing function 


R (000s) 


Key Performance 
Area 

Performance During the Year, Performance Targets Against 
Actual Achieved and Plans to Improve Performance 

Current 

Target 





<List at least five 
key performance 
areas relative to the 
above function as 
articulated in the 
200X/0Y budget 
here> 

< List here the actual performance achieved over the financial year, 
and the variance between performance planned and actual 
performance, providing an explanation of the variance. Also provide 
details of any improvements planned for next year. 










3. Waste management function's performance 


Function; Waste Management 

Sub Function: Solid Waste 


Reporting Level 

Detail 

Total 

Overview: 

Includes refuse removal, solid waste disposal and landfill, street 
cleaning and recycling 



Description of the 

The refuse collection functions of the municipality are administered as 



Activity: 

follows and Include: 




<List administration of each function here: this should detail what is 
offered, and how it is offered to the community> 




These services extend to include <function/area>, but do not take 
account of <function/area> which resides within the jurisdiction of 
<national/provincial/other private sector> government. The 
municipality has a mandate to: 




<List here> 




The strategic objectives of this function are to: 




<List here> 




The key issues for 200X/0Y are: 




<List here> 











Analysis of the 
Function: 

<Provide statistical information on (as a minimum):> 



1 

Number and cost to employer of all personnel associated with refuse 
removal: 


R (000s) 


- Professional (Engineers/Consultants) 

<total> 

<cost> 


- Field (Supervisors/Foremen) 

<total> 

<cost> 


- Office (Clerical/Administration) 

<total> 

<cost> 


- Non-professional (blue collar, outside workforce) 

<total> 

<cost> 


-Temporary 

<total> 

<cost> 


- Contract 

<total> 

<cost> 


Note: total number to be calculated on full-time equivalent (FTE) 
basis, total cost to include total salary package 



2 

Number of households receiving regular refuse removal services, and 
frequency and cost of service: 


R (000s) 


- Removed by municipality at least once a week 

<total> 

<cost> 


- Removed by municipality less often 

<total> 

<cost> 


- Communal refuse dump used 

<total> 

<cost> 


- Own refuse dump 

<total> 



- No rubbish disposal 

<total> 



Note: if other intervals of services are available, please provide details 



3 

Total and projected tonnage of all refuse disposed: 




- Domestic/Commercial 

<current> 

<future> 


- Garden 

<current> 

<future> 


Note: provide total tonnage for current and future years activity 



4 

Total number, capacity and life expectancy of refuse disposal sites: 




- Domestic/Commerclal (number) 

<capacity> 

<lifespan> 


- Garden (number) 

<capacity> 

<lifespan> 




Note: provide the number of tip sites, their total current capacity and 
the expected lifespan as at end of reporting period 



Reporting Level 

Detail 

Total 

5 

Anticipated expansion of refuse removal service: 


R (000s) 


- Domestic/Commercial 

<total> 

<cost> 


- Garden 

<total> 

<cost> 


Note: provide total number of households anticipated to benefit and 
total additional operating cost per year to the municipality 



6 

Free Basic Service Provision: 




- Quantity (number of households affected) 

<total> 



- Quantum (value to each household) 

<value> 



Note: Provide details of how many households receive the FBS 
provision, and the average value it means per household. Describe in 
detail the level of Free Basic Services provided. 



7 

Total operating cost of solid waste management function 


R (000s) 



4. Waste water management 


Function: Waste Water Management 

Sub Function: Sewerage etc 


Reporting Level 

Detail 

Total 

Cost 

Overview: 

Includes provision of sewerage services not including infrastructure 
and water purification, also includes toilet facilities 



Description of the 
Activity: 

The sewerage functions of the municipality are administered as 
follows and include: 




<List administration of each function here: this should detail what is 
offered, and how it is offered to the community 




These services extend to include <function/area>, but do not take 
account of <function/area> which resides within the jurisdiction of 
<national/provincial/other private sector> government. The 
municipality has a mandate to: 




<List here> 




The strategic objectives of this function are to: 




<List here> 




The key issues for 200X/0Y are: 




<List here> 











Analysis of the 
Function: 

<Provide statistical information on (as a minimum):> 



1 

Number and cost to employer of all personnel associated with 
sewerage functions: 


R (000s) 


- Professional (Engineers/Consultants) 

<total> 

<cosr> 


- Field (Supervisors/Foremen) 

<total> 

<cosr> 


- Office (Clerical/Administration) 

<total> 

<cosr> 


- Non-professional (blue collar, outside workforce) 

<total> 

<cost> 


-Temporary 

<total> 

<cost> 


- Contract 

<total> 

<cost> 


Note: total number to be calculated on full-time equivalent (FTE) 
basis, total cost to include total salary package 



2 

Number of households with sewerage services, and type and cost of 


R (000s) 


service: 




- Flush toilet (connected to sewerage system) 

<total> 

<cost> 


- Flush toilet (with septic tank) 

<total> 

<cost> 


- Chemical toilet 

<total> 

<cost> 


- Pit latrine with ventilation 

<total> 

<cost> 


- Pit latrine without ventilation 

<total> 

<cost> 


- Bucket latrine 

<total> 

<cost> 


- No toilet provision 

<total> 

<cost> 


Note: if other types of services are available, please provide details 



3 

Anticipated expansion of sewerage: 


R (000s) 


- Flush/chemical toilet 

<total> 

<cost> 


- Pit latrine 

<total> 

<cost> 


- Bucket latrine 

<total> 

<cost> 


- No toilet provision 

<total> 

<cosr> 



4 

Note: provide total number of households anticipated to benefit and 
total additional operating cost per year to the municipality 



Free Basic Service Provision: 

- Quantity (number of households affected) 

- Quantum (value to each household) 

<total> 

<value> 


Reporting Level 

Detail 

Total 

Cost 

5 

Note: Provide details of how many households receive the FBS 
provision, and the average value it means per household. Describe in 
detail the level of Free Basic Services provided. 



Total operating cost of sewerage function 


R (000s) 



5. Road maintenance's function's performance 


Function; Road Transport 

Sub Function: Roads 


Reporting Level 

Detail 

Total 

Cost 

Overview: 

Construction and maintenance of roads within the municipality's 
jurisdiction 



Description of the 

The road maintenance and construction responsibilities of the 



Activity: 

municipality are administered as follows and include: 




<List administration of each function here: this should detail what is 
offered, and how it is offered to the community> 




These services extend to include <function/area>, but do not take 
account of <function/area> which resides within the jurisdiction of 
<national/provincial/other private sector> government. The 
municipality has a mandate to: 




<List here> 




The strategic objectives of this function are to: 




<List here> 




The key issues for 200X/0Y are: 




<List here> 











Analysis of the 
Function: 

<Provide statistical information on (as a minimum):> 



1 

Number and cost to employer of all personnel associated with road 
maintenance and construction: 


R (000s) 


- Professional (Engineers/Consultants) 

<total> 

<cost> 


- Field (Supervisors/Foremen) 

<total> 

<cost> 


- Office (Clerical/Administration) 

<total> 

<cost> 


- Non-professional (blue collar, outside workforce) 

<total> 

<cost> 


-Temporary 

<total> 

<cost> 


- Contract 

<total> 

<cost> 


Note: total number to be calculated on full-time equivalent (FTE) 
basis, total cost to include total salary package 



2 

Total number, kilometres and total value of road projects planned and 
current: 


R (000s) 


- New bitumenised (number) 

<kms> 

<cost> 


- Existing re-tarred (number) 

<kms> 

<cost> 


- New gravel (number) 

<kms> 

<cost> 


- Existing re-sheeted (number) 

<kms> 

<cost> 


Note: if other types of road projects, please provide details 



3 

Total kilometres and maintenance cost associated with existing roads 
provided 


R (000s) 


-Tar 

<total> 

<cost> 


- Gravel 

<total> 

<cost> 


Note: if other types of road provided, please provide details 



4 

Average frequency and cost of re-tarring, re-sheeting roads 


R (000s) 


-Tar 
- Gravel 

<total> 

<cost> 


Note: based on maintenance records 





5 

Estimated backlog in number of roads, showing kilometres and capital 
cost 


R (000s) 


-Tar 

- Gravel 

<total> 

<cost> 

Reporting Level 

Detail 

Total 

Cost 


Note: total number should appear in IDP, and cost in future budgeted 
road construction programme 



6 

Type and number of grants and subsidies received: 


R (000s) 


<list each grant or subsidy separately> 

<total> 

<value> 


Note: total value of specific road grants actually received during year 
to be recorded over the five quarters - Apr to Jun this year, Jul to Sep, 
Oct to Dec, Jan to Mar, Apr to Jun this year. 



7 

Total operating cost of road construction and maintenance function 


R (000s) 



6. Water distribution function's performance 


Function; Water 

Sub Function: Water Distribution 


Reporting Level 

Detail 

Total 

Cost 

Overview: 

Includes the bulk purchase and distribution of water 



Description of the 

The water purchase and distribution functions of the municipality are 



Activity: 

administered as follows and include: 




<List administration of each function here: this should detail what is 
offered, and how it is offered to the community> 




These services extend to include <function/area>, but do not take 
account of <function/area> which sits within the jurisdiction of 
<national/provincial/other private sector> government. The 
municipality has a mandate to: 




<List here> 




The strategic objectives of this function are to: 




<List here> 




The key issues for 200X/0Y are: 




<List here> 












<Provide statistical information on (as a minimum):> 



1 

Number and cost to employer of all personnel associated with the 
water distribution function: 


R (000s) 


- Professional (Engineers/Consultants) 

<total> 

<cost> 


- Field (Supervisors/Foremen) 

<total> 

<cost> 


- Office (Clerical/Administration) 

<total> 

<cost> 


- Non-professional (blue collar, outside workforce) 

<total> 

<cost> 


-Temporary 

<total> 

<cost> 


- Contract 

<total> 

<cost> 


Note: total number to be calculated on full-time equivalent (FTE) 
basis, total cost to include total salary package. 



2 

Percentage of total water usage per month 




<lnsert table showing monthly water usage > 

<volume> 

<volume> 


Note: this will therefore highlight percentage of total water stock used 
per month 



3 

Total volume and cost of bulk water purchases in kilolitres and rand, 
by category of consumer 


R (000s) 


- Category 1 <insert here> 

<volume> 

<cost> 


- Category 2 <insert here> 

<volume> 

<cost> 


- Category 3 <insert here> 

<volume> 

<cost> 


- Category 4 <insert here> 

<volume> 

<cost> 

4 

Total volume and receipts for bulk water sales in kilolitres and rand, 
by category of consumer: 


R (000s) 


- Category 1 <insert here> (total number of households) 

<volume> 

<cost> 


- Category 2 <insert here> (total number of households) 

<volume> 

<cost> 


- Category 3 <insert here> (total number of households) 

<volume> 

<cost> 


- Category 4 <insert here> (total number of households) 

<volume> 

<cost> 

5 

Total year-to-date water losses in kilolitres and rand 


R (000s) 




<detail total> 

<volume> 

<cost> 

Reporting Level 

Detail 

Total 

Cost 

6 

Number of households with water service, and type and cost of 


R (000s) 


service: 




- Piped water inside dwelling 

<total> 

<cost> 


- Piped water inside yard 

<total> 

<cost> 


- Piped water on community stand: distance < 200m from dwelling 

<total> 

<cost> 


- Piped water on community stand: distance > 200m from dwelling 

<total> 

<cost> 


- Borehole 

<total> 

<cost> 


- Spring 

<total> 

<cost> 


- Rain-water tank 

<total> 

<cost> 


Note: if other types of services are available, please provide details 



7 

Number and cost of new connections: 


R (000s) 


<defa// total> 

<number> 

<cost> 

8 

Number and cost of disconnections and reconnections: 


R (000s) 


<detail total> 

<number> 

<cost> 

9 

Number and total value of water projects planned and current: 


R (000s) 


- Current (financial year after year reported on) 

<total> 

<cost> 


- Planned (future years) 

<total> 



Note: provide total project and project value as per initial or revised 
budget 



10 

Anticipated expansion of water service: 


R (000s) 


- Piped water inside dwelling 

<total> 

<cost> 


- Piped water inside yard 

<total> 

<cost> 


- Piped water on community stand: distance < 200m from dwelling 

<total> 

<cost> 


- Piped water on community stand: distance > 200m from dwelling 

<total> 

<cost> 


- Borehole 

<total> 

<cost> 


- Spring 

<total> 

<cost> 


- Rain-water tank 

<total> 

<cost> 


Note: provide total number of households anticipated to benefit and 
total additional operating cost per year to the municipality 



11 

Estimated backlog in number (and cost to provide) water connection: 


R (000s) 


- Piped water inside dwelling 

<total> 

<cost> 


- Piped water inside yard 

<total> 

<cost> 


- Piped water on community stand: distance < 200m from dwelling 

<total> 

<cost> 


- Piped water on community stand: distance > 200m from dwelling 

<total> 

<cost> 


- Borehole 

<total> 

<cost> 


- Spring 

<total> 

<cost> 


- Rain-water tank 

<total> 

<cost> 


Note: total number should appear in IDP, and cost in future budgeted 
capital housing programmes 



12 

Free Basic Service Provision: 




- Quantity (number of households affected) 

<total> 



- Quantum (value to each household) 

<value> 



Note: Provide details of how many households receive the FBS 
provision, and the average value it means per household. Describe in 
detail the level of Free Basic Services provided. 



13 

Type and number of grants and subsidies received: 


R (000s) 


<list each grant or subsidy separately> 

<total> 

<value> 


Note: total value of specific water grants actually received during year 
to be recorded over the five quarters - Apr to Jun last year, Jul to Sep, 
Oct to Dec, Jan to Mar, Apr to Jun this year. 



14 

Total operating cost of water distribution function 


R (000s) 



7. Electricity distribution function's performance 


Function; Electricity 

Sub Function: Electricity Distribution 


Reporting Level 

Detail 

Total 

Cost 

Overview: 

Includes the bulk purchase and distribution of electricity 



Description of the 

The electricity purchase and distribution functions of the municipality 



Activity: 

are administered as follows and include: 




<List administration of each function here: this should detail what is 
offered, and how it is offered to the community> 




These services extend to include <function/area>, but do not take 
account of <function/area> which resides within the jurisdiction of 
<national/provincial/other private sector> government. The 
municipality has a mandate to: 




<List here> 




The strategic objectives of this function are to: 




<List here> 




The key issues for 200X/0Y are: 




<List here> 











Analysis of the 
Function: 

<Provide statistical information on (as a minimum):> 



1 

Number and cost to employer of all personnel associated with the 
electricity distribution function: 


R (000s) 


- Professional (Engineers/Consultants) 

<total> 

<cost> 


- Field (Supervisors/Foremen) 

<total> 

<cost> 


- Office (Clerical/Administration) 

<total> 

<cost> 


- Non-professional (blue collar, outside workforce) 

<total> 

<cost> 


-Temporary 

<total> 

<cost> 


- Contract 

<total> 

<cost> 


Note: total number to be calculated on full-time equivalent (FTE) 
basis, total cost to include total salary package. 



2 

Total quantity and cost of bulk electricity purchases in kilowatt hours 
and rand, by category of consumer 


R (000s) 


- Residential 

<volume> 

<cost> 


- Commercial 

<volume> 

<cost> 


- Industrial 

<volume> 

<cost> 


- Mining 

<volume> 

<cost> 


- Agriculture 

<volume> 

<cost> 


- Other 

<volume> 

<cost> 

3 

Total quantity and receipts for bulk electricity sales in kilowatt hours 
and rand, by category of consumer: 


R (000s) 


- Household 

<volume> 

<cost> 


- Commercial 

<volume> 

<cost> 


- Industrial 

<volume> 

<cost> 


- Mining 

<volume> 

<cost> 


- Agriculture 

<volume> 

<cost> 


- Other 

<volume> 

<cost> 



4 

Total year-to-date electricity losses in kilowatt hours and rand 


R (000s) 


<detail total> 

<volume> 

<cost> 

5 

Number of households with electricity access, and type and cost of 


R (000s) 


service: 



Reporting Level 

Detail 

Totai 

Cost 


- Electrified areas 




- Municipal 

<total> 

<cost> 


- Eskom 

<total> 

<cost> 


- Alternate energy source 




- Gas 

<total> 

<cost> 


- Paraffin 

<total> 

<cost> 


- Solar 

<total> 

<cost> 


-Wood 

<total> 

<cost> 


- Non electrified 

<total> 

<cost> 


Note: if other types of services are available, please provide details 



6 

Number and cost of new connections: 


R (000s) 


<detail total> 

<volume> 

<cost> 

7 

Number and cost of disconnections and reconnections 


R (000s) 


<detail total> 

<volume> 

<cost> 

8 

Number and total value of electrification projects planned and current: 


R (000s) 


- Current (financial year after year reported on) 

<total> 

<cost> 


- Planned (future years) 

<total> 

<cost> 


Note: provide total project and project value as per initial or revised 
budget 



9 

Anticipated expansion of electricity service: 


R (000s) 


<detail total> 

<total> 

<cost> 


Note: provide total number of households anticipated to benefit and 
total additional operating cost per year to the municipality 



10 

Estimated backlog in number (and cost to provide) water connection: 


R (000s) 


<detail total> 

<total> 

<cost> 


Note: total number should appear in IDP, and cost in future budgeted 
capital housing programmes 



11 

Free Basic Service Provision: 




- Quantity (number of households affected) 

<total> 



- Quantum (value to each household) 

<value> 



Note: Provide details of how many households receive the FBS 
provision, and the average value it means per household. Describe in 
detail the level of Free Basic Services provided. 



12 

Type and number of grants and subsidies received: 


R (000s) 


<list each grant or subsidy separately> 

<total> 

<value> 


Note: total value of specific electricity grants actually received during 
year to be recorded over the five quarters - Apr to Jun last year, Jul to 
Sep, Oct to Dec, Jan to Mar, Apr to Jun this year. 



13 

Total operating cost of electricity distribution function 


R (000s) 



B: ANNEXURE 

The annexure is made up of the following documents arranged in the sequence below: 

1. Full AG reports; 

2. Plan of action of the municipality to address findings of the AG report; 

3. Audit committee report 

4. Approved Municipal Structure (Staff establishment); 

5. Council resolutions adopting the Annual Report 
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AMATHOLE DISTRJCT MUNICIPALrTY 

NOTES TO THE ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2010 


REPORT OF THE AUDITOR-GENERAL TO THE EASTERN CAPE LEGISLATURE AND THE 
COUNCIL ON THE FINANCIAL STATEMENTS OF THE AMATHOLE DISTRICT MUNICIPALITY 
FOR THE YEAR ENDED 30 JUNE 2010 


REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS 

Introduction 

1. I have audited the accompanying consolidated financial statements and financial statements 
of the Amathole District Municipality (ADM), which comprise the consolidated and separate 
statement of financial position as at 30 June 2010, and the consolidated and separate 
statement of financial performance, statement of changes in net assets and cash flow 
statement for the year then ended, as set out on pages XX to XX. 

Accounting officer’s responsibility for the consolidated financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the financial 
statements in accordance with the Statements of Generally Recognised Accounting Practice 
(GRAP) and in the manner required by the Municipal Finance Management Act (MFMA) of 
South Africa. This responsibility includes: designing, implementing and maintaining internal 
control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error; selecting and applying appropriate 
accounting policies; and making accounting estimates that are reasonable in the 
circumstances. 

Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of South Africa, 1996 (Act No. 108 of 1996), 
section 4 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) and section 
126(3)(d) of the MFMA, my responsibility is to express an opinion on these financial 
statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and General 
Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those 
standards require that I comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well 
as evaluating the overall presentation of the financial statements. 

6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 


Basis for qualified opinion 



Infrastructure, plant and equipment 

7. Section 63 of the MFMA states that the accounting officer must ensure that the municipality 
has and maintains a management, accounting and information system that accounts for the 
assets of the municipality. Infrastructure assets of the municipality amount to R1 271.5 million 
as disclosed in note 1 of the financial statements. These assets were valued by the 
municipality over the past three years while the accounting for assets was still incomplete 
under the allowable transitional provisions of directive 3. Upon completion of a valuation the 
relevant amount was then raised in the general ledger. 

8. However, a comparison of the valuations performed in 2007 and 2008 to the current year 
general ledger opening balance revealed a difference of R273.2 million, indicating that despite 
the current year valuation being raised correctly, the amounts raised in respect of the 2007 
and 2008 valuations appear incomplete. Management could not provide adequate explanation 
for this difference. 

9. As a result of the above, sufficient appropriate audit evidence relating to the completeness of 
the infrastructure assets amounting to R1 271.5 million as disclosed in note 1 to the financial 
statements could not be obtained. 

10. In addition the municipality has not separately disclosed for each class of assets the carrying 
amount, accumulated depreciation and the depreciation rate as required by GRAP 17, 
Property, plant and equipment. 

Revenue and receivables 

11. Government Notice 849 transferred all the rights, obligations, assets and liabilities in respect 
of water and sanitation services of seven local municipalities to the ADM as from 1 July 2006. 
As disclosed in note xx to the financial statements, the ADM undertook a multi-year project to 
correct and complete the consumer databases transferred as a result of the above. This 
project was still in progress at 30 June 2010. 

12. Revenue from services amounts to R86.8 million as reported in note 17 to the financial 
statements. The ADM did not apply the requirements of their accounting policy with the result 
that unread meters were identified, faulty meters were not fixed timeously and new accounts 
were not always billed timeously. In addition, there were a number of accounts that had no 
meter linked in order to quantify consumption and not all vacant stands had been billed the 
basic charge. The extent of the misstatement in these instances could not be quantified even 
through performing alternative audit procedures. 

13. The billing file requested for audit purposes did not reconcile to the general ledger by an 
amount of R7.6 million. The report requested was used in previous years to audit service 
revenue. On communication with management regarding the difference, it was indicated that it 
is not possible in the current year to reconcile this specific billing report back to the general 
ledger. I was therefore not able to obtain adequate explanation for this difference. 

14. As a result of the above I was unable to obtain sufficient appropriate evidence relating the 
completeness, occurrence and accuracy of service charges revenue amounting to R86,8 
million and the completeness of trade receivables amounting R49,7 million as disclosed in 
note 17 and note 7 to the financial statements, respectively. 

Qualified opinion 

15. In my opinion, except for the effects of the matters described in the Basis of qualified opinion 
paragraph, the consolidated and separate financial statements present fairly, in all material 



respects, the consolidated and separate financial position of the Amathole District Municipality 
as at 30 June 2010 and its consolidated and separate financial performance and its 
consolidated and separate cash flows for the year then ended are prepared, in all material 
respects, in accordance with GRAP and in the manner required by the MFMA. 

Emphasis of matters 

16. I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Matters important to the users of the financial statements 

Fruitless and wasteful and irregular expenditure 

17. The municipality has disclosed fruitless and wasteful expenditure totalling R967 795 in 
disclosure note 29.2 to the financial statements. This was incurred due to rental for 
unoccupied buildings and interest incurred on non-payment of contractors. 

18. The municipality has disclosed irregular expenditure totalling R16.8 million in disclosure note 
29.3 to the financial statements. The irregular expenditure was incurred due to procurement 
processes that were not in line with the municipality’s supply chain management policy. 

Material losses / Impairments 

19. Impairments of debtors were recognised with a value of R53.3 million during the year under 
review. 

20. In contravention of section 62(l)(a) of the MFMA, the municipality has not quantified or 
investigated water losses incurred during the period under review. 

Additional matter 

21. I draw attention to the matter below. My opinion is not modified in respect of this matter: 

Unaudited supplementary schedules 

22. Appendices A to F and annexures 1 and 2 were not audited and no opinion is expressed on 
the fair presentation of these schedules. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

23. As required by the PAA and in terms of General Notice 1570 of 2009 issued in Government 
Gazette 32758 of 27 November 2009, I include below my findings on the report on 
predetermined objectives, compliance with the following key laws and regulations MFMA 
sections 121(3)(c ) and 121 (4)(d) and the Municipal Systems Act, 2000 (Act No. 32 of 2000) 
section 46 and financial management (internal control). 

Predetermined objectives 

24. Material findings on the report on predetermined objectives, as set out on pages XX to XX, are 
reported below 

Non-compliance with regulatory and reporting requirements 

Measures taken to improve underperformance not reported 

25. Reported indicators with underperformance do not reflect measures taken to improve 
performance as required in terms of section 46(l)(c) of the Municipal Systems Act. 


Usefulness of information 



The following criteria were used to assess the usefulness of the planned and reported 
performance: 

• Consistency: Has the municipality reported on its performance with regard to its objectives, 
indicators and targets in its approved integrated development plan, i.e. are the objectives, 
indicators and targets consistent between planning and reporting documents? 

• Relevance: Is there a clear and logical link between the objectives, outcomes, outputs, 
indicators and performance targets? 

• Measurability: Are objectives made measurable by means of indicators and targets? Are 
indicators well defined and verifiable, and are targets specific, measurable, and time 
bound? 

The following audit findings relate to the above criteria: 

Planned and reported performance targets not specific or time bound 

26. For the selected objectives, 24% of the planned and reported indicators were not specific in 
clearly identifying the nature and the required level of performance: and 37% were not time 
bound in specifying the time period or deadline for delivery. 

Reliability of information 

The following criteria were used to assess the reliability of the planned and reported performance: 

• Validity: Has the actual reported performance occurred and does it pertain to the entity, i.e. 
can the reported performance information be traced back to the source data or 
documentation? 

• Accuracy: Amounts, numbers and other data relating to reported actual performance has 
been recorded and reported appropriately. 

• Completeness: All actual results and events that should have been recorded have been 
included in the reported performance information. 

The following audit findings relate to the above criteria: 

Reported indicators not reliable as inadequate supporting source information was provided 

27. For the following reported indicators that are material by nature, the validity, accuracy and 
completeness of the reported performance could not be established as sufficient appropriate 
audit evidence and relevant source documentation could not be provided for audit purposes. 

Material by nature: 

• No. of people with access to water 

• No. of people with access to RDP toilets 
Material by amount: 

• No. of [housing] projects accumulatively implemented 

• % of settlements within 2 km of a public transport service/facility 

Reported indicators not reliable when compared to source information 


28. The following reported indicators were not completed on the basis of the source information 



and evidence provided to support the reported amounts 


• No. of water treatment works refurbished 

• No. of regional waste sites maintained 

• Capital projects exceeding R1 million 


Compliance with laws and regulations 

Municipal Finance Management Act 

Non-adherence to requirements 

29. Accounting officers and municipal officials have adhered to their statutory responsibilities 
(Compliance focus area) 

30. Contrary to the requirements of section 62 of the MFMA, the accounting officer did not prevent 
irregular and fruitless and wasteful expenditure. 

31. Contrary to the requirements set out in section 71 (1) of the MFMA, the accounting officer did not 
submit all reports during the year to the mayor on the state of the municipality’s budget within 10 
days after each month. 

32. The mid-year budget was not submitted to the National Treasury by 25 January as required by 
section 72 of the MFMA. 

33. Contrary to section 74 (1) of the MFMA, signed returns of conditional grant spending for the period 
ended 30 June was not submitted timeously to the National Treasury. 

34. In contravention of section 62(l)(a) of the MFMA, the municipality has not quantified or 
investigated water losses incurred during the period under review. 

35. The financial statements submitted for audit purposes did not comply with section 122(1) of 
the MFMA. Material misstatements were identified during the audit, some of which were 
corrected by management and those that were not are included in the basis for qualified opinion 
paragraphs. 

INTERNAL CONTROL 

36. 1 considered internal control relevant to my audit of the financial statements and the report on 
predetermined objectives as well as compliance with the MFMA, section 121(3)(c) and 121 
(4)(d) and the Municipal Systems Act, section 46, but not for the purpose of expressing an 
opinion on the effectiveness of internal control. 

37. The matters reported below are limited to the significant deficiencies regarding the basis for 
qualified opinion paragraph, the findings on the report on predetermined objectives and the 
findings on compliance with laws and regulations. 

• Leadership 

Management did not always set a tone conducive to solving the serious financial reporting 
issues. Although significant progress can be acknowledged with respect to the debtor data 
cleansing exercise, the extended project deadlines impact on the next financial year. In 
addition, effective control over, and commitment to, quality over the reporting of assets are not 
evident, that is, reconciliations of the asset register to ledger were not done regularly. 



Due to a lack of business process continuity planning on the resignation of the senior 
accountant for assets, numerous differences between the recorded amounts in the general 
ledger, fixed asset register and the financial statements could not be explained. 

Inadequate analysis and interrogation of the debtors ledger resulted in a lack of proper 
understanding of the completeness of the automated billing processes for water and 
sewerage revenue. 

Findings on non-compliance and a lack of measurability relate to a lack of required actions to 
address risks relating to the achievement of adequate performance reporting 

• Financial and performance management 

Due to a lack of adequate reconciliations, large differences were identified between the 
revenue billing file and the general ledger. These differences could not be adequately 
explained. Despite review of the debtors ledger during the year anomalies existed in the 
debtors database such as unmetered, unbilled or inconsistent billings on accounts. 

Depreciation in the current year was misstated due to prior year audit journals not being 
processed in the asset module. Also, as a result of inadequate review the assets reported did 
not reconcile with the asset register or general ledger. 

In contravention of section 62(l)(a) of the MFMA, the municipality has not quantified or 
investigated water losses incurred during the period under review. There is no metering 
system in place to measure the water losses through network leakages, illegal connections, 
spillages, burst pipes, damaged reservoirs, evaporation, consumption of indigent 
communities. 

There was a lack of review, reconciliation and record keeping of supporting documentation for 
the reporting on predetermined objectives. 

OTHER REPORTS 

• Investigations 

An investigation is being conducted based on the allegation of possible irregularities relating 
to awarded tenders. This investigation was still in progress at the date of the report. 


East London 
14 December 2010 
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The Executive Mayor 
Cllr S. Somyo 

Amathole District Municipality 
Cambridge Street 
EAST LONDON 

Dear Sir 

PERFORMANCE AUDIT COMMITTEE REPORT IN RESPECT OF THE 
ORGANISATIONAL SCORECARDS FOR THE YEAR ENDED 30 JUNE 2010 

Please find attached the report in respect of the 30 June 2010 organisational scorecard for submission to 
the Auditor General by 31 August 2010 

Should you have any queries do not hesitate to contact Ms Loren Sinith on 084 5 17 6984, 

Yours faithfully. 



Loren Srmth 
Chairperson 

(on Behalf of the Performance Audit Committee) 

cc R. M, Me Intyre, PAC member 
D. T. Sonamzi, PAC member 
V. Mlokoti, Municipal Manager 
M. Kwaza, Internal Audit Manager 
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AMATHOLE DISTRICT MUNICIPALITY 
PERFORMANCE AUDIT COMMITTEE REPORT TO THE EXECUTIVE MAYOR 
FOR THE YEAR ENDED 30 JUNE 2010 

IN RESPECT OF ORGANISATION PERFORMANCE SUBMISSION TO THE AUDITOR 

GENERAL 


1. Introduction and background 

The Petformanoe Audit Committee would like to present this report in order to 
communicate to the Executive Mayor of Amathole Distrirt Municipality (hereinafter referred 
to as "the Municipality^ the findings of the review of the performance scorecards for the 
year ended 30 June 2010. The organizational scorecard would then be submitted to the 
Auditor General by 31 August 2010. 

2. Review of performance for the year ended 30 June 2010 

The Municipality has established evaluation panels for both the Heads of Departments and 
the Municipal Manager. This is in terms of the Government Gazette dated 1 August 2006, 
which requires that the evaluation process take place prior to the review by the 
performance audit committee. 

The evaluation panels met on 12 August 2010 and 27 August 2010. The performance 
audit committee has reviewed the panels' activities and believe that we have a basis for the 
submission of this report. 

3. Committee members 

The Performance Audit Committee consisted of the following voting members during the 
2009/2010 financial year. 

In situ at the date of this report; 

• Ms L Smith (Chairperson), CA(SA) 

• Mr D Sonamzi 

• Mr R Me Intyre, CA(SA) 

4. Evaluation process followed 

The Evaluation panels have reviewed the report presented by internal audit, who have 
audited the particular targets in detail and where necessary, internal audit wer% 
requested to investigate certain matters further. The Evaluation Panels provided this 
opportunity for Management to provide additional evidence In order that the performance 
information submission to the Auditor General for the Annual Report is a true and fair 
reflection of the work performed by the Municipality during the year. 

Managers were questioned on their specific targets that they have indicated and answers 
were provided for the panel to evaluate. 

We would like to highlight the following in respect of the performance further to that 
highlighted to you In prior reports: - 

■ Three Departments were under-performing (Budget and Treasury (BTO), 
Corporate Services and the Office of the Strategic Manager), 

- The Performance Management System has been improv^ since the arrival of 
the Municipal Manager at the Municipality (December 2008), however there is 
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still room for improvement whereby performance assessment Is rolled out 
throughout the Municipality, 

■ The internal audit department has been improved during his period, 

• There Is sUII a requirement to improve compliance within the Municipality. 

We further believe that there is evidence that the performance management system is 
working, as certain heads of departments have been dismissed for lack of performance. 

5. Findings of the Committee 

During the evaiuation paneis' process, the following matters were Identified: ’ 

5.1 Core Competency Requirements (CCR) 

The required 20% of the performance for the managers has been included subsequent to 
our review. This will be finalised and considered for the evaluation of performance 
bonuses for the year under review. 

5.2 Targets *not for the period" 

During the quarterly reviews, certain targets are stated as "not for the period". The 
evaluation panel therefore requested internal audit to provide the "annual" targets. 
There should be no "not for the period" targets on the final report submitted to the 
Auditor General for the year. 

5.3 Targets removed 

Certain targets have been removed from the Managers' 5DIBP and organisational 
scorecards. The removal of certain targets have been agreed by the Executive Mayor 
and the respective Managers and the removal of additional targets have been considered 
by the Evaluation panel. 

The Evaluation panel would like the Executive Mayor to consider removing the following 
target from the Engineering Managers scorecards for his bonus considerations; - SDBIP 
21, ORG 18 - To provide Support of social amenities to viable and sustainable human 
settlements in demarcated areas. 

The above should be considered to be removed due to the appearance that this was 
outside his control due to a political circumstance whereby the community hindered the 
progress of the building of the community halls. 

Targets that have been removed from the scorecards of the particular Manager should 
not be removed from the Organisational Scorecard presented to the Auditor General and 
for the annual report. 
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5.4 Feedback from Manager* 

Managers have provided feedback to the internal auditors, however, there is room for 
improvernent on maintaining adequate audit evidence that is readily available. 


5.5 CFO targets 

It concerns the panel that the targets for the CFO appear to be "soft" and we highlight 
the foiiowing which shouid be induded; - 

- sustainable reporting, 

- cash flow management, 

- Collection of debt. 

Unqualified audit report. 

Improvement in internal audit findings. 

Furthermore, there appears to be "internal strife" within the Department which is 
hindering their performance. 

5.6 Health Department targets 

The Health Department has performed well during the period, however we would like to 
highlight that this department has a budget of approximately R19 million for the year, 
which budget makes this department one of the smaller departments. The department 
focuses on "social" deliverables compared to concriete projects. This maybe the nature 
of this department, however the targets need to be carefully designed going forward and 
the assistance of comparing to other "Municipalities" with similar business, may give 
"best practice" solutions. 

5.7 Budget per target 

The budget per target has not been Included tor the year ended 30 June 2010 and this is 
an area for the next financial year. This will allow review of budget versus actual 
expenditure. 

5.S Weighting of targets 

The targets were not weighted. Therefore our review has been based on whether a 
target has been met or not. This will be implemented in respect of this financial year 
(2009/2010) and hence tor the final assessment for individual managers' performance. 
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6. Scorecard review 


DEPARTMENT 

2010 

Municipal manager 


Organisational Scorecard 

70% 

BTO* 

75% 

Engineering * 

66% 

Corporate Services * 

74% 

Health and Protection * 

94% 

Land, Human Settlement and 

Economic Development * 

75% 

Office of the Strategic Manager 

66% 


* These scores are not finalised due to the fact that we do not have the Core Competency 
Requirements as well as the weightings, hence these should be considered as preliminary. 

7. Conclusion and wayforwaid 

The performance audit committee hereby confirms that the organisational and Service Delivery 
Budget Implementation Plan (SDBIP) scorecards have been interrogated, and that the 
organisational scorecard should be submitted to the Auditor General. 

We would like to highlight that due to the non inclusion of the Core Competency Requirements 
and the weighting of the scores and the fact that the audit report and findings for the 2009/10 
financial year are not available to date; we are not in a position to recommend bonuses for the 
Municipal Manager nor Heads of Departments at this stage. We expect to be able to finalise our 
recommendation once these items have been completed. 



SIGNED BYMS'tSmith 
ON BEHALF OF THE PERFORMANCE AUDIT COMMITTEE 
31 AUGUST 2010 
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REPORT OF THE AUDITOR-GENERAL TO THE EASTERN CAPE LEGISLATURE AND THE 

COUNCIL ON THE FINANCIAL STATEMENTS OF THE AMATHOLE DISTRICT MUNICIPALITY 

FOR THE YEAR ENDED 30 JUNE 2010 

REPORT ON THE CONSOLIDATED FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the accompanying consolidated financiat statements and financial statements 
of the Amathole District Municipality (ADM), which comprise the consolidated and separate 
statement of financial position as at 30 June 2010, and the consolidated and separate 
statement of financial performance, statement of changes in net assets and cash flow 
statement for the year then ended, as set out on pages XX to XX, 

Accounting officer’s responsibility for the consolidated financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of the financial 
statements in accordance with the Statements of Generaliy Recognised Accounting Practice 
(GRAP) and in the manner required by the Municipal Finance Management Act (MFMA) of 
South Africa, This responsibility includes: designing, implementing and maintaining internal 
control relevant to the preparation and fair presentation of financial statements that are free 
from material misstatement, whether due to fraud or error; selecting and applying appropriate 
accounting policies; and making accounting estimates that are reasonable in the 
circumstances. 

Auditor-General’s responsibility 

3. As required by section 1 88 Of the Constitution of South Africa, 1 996 (Act No, 1 08 of 1 996), 
section 4 of the Public Audit Act of South Africa, 2004 (Act No, 25 of 2004) (PAA) and section 
126(3)(d) of the MFMA, my responsibility is to express an opinion on these financial 
statements based on my audit. 

4. I conducted my audit in accordance with International Standards on Auditing and General 
Notice 1570 of 2009 issued in Government Gazette 32758 of 27 November 2009. Those 
standards require that I comply with ethical requirements and plan and perform the audit to 
obtain reasonable assurance about whether the financial statements are free from material 
misstatement, 

5. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity's internal control. An audit also includes evaluating the appropriateness of accounting 
policies used and the reasonableness of accounting estimates made by management, as well 
as evaluating the overall presentation of the financial statements. 

6. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 


Basis for qualified opinion 



Infrastructure, plant and equipment 

7. Section 63 of the MFMA states that the accounting officer must ensure that the municipality 
has and maintains a management, accounting and information system that accounts for the 
assets of the municipality. Infrastructure assets of the municipality amount to R1 271.5 million 
as disclosed in note 1 of the financial statements. These assets were valued by the 
municipality over the past three years while the accounting for assets was still incomplete 
under the allowable transitional provisions of directive 3. Upon completion of a valuation the 
relevant amount was then raised in the general ledger. 

8. However, a comparison of the valuations performed in 2007 and 2008 to the current year 
general ledger opening balance revealed a difference of R273,2 million, indicating that despite 
the current year valuation being raised correctly, the amounts raised in respect of the 2007 
and 2008 valuations appear incompiete. Management could not provide adequate explanation 
for this difference. 

9. As a result of the above, sufficient appropriate audit evidence relating to the completeness of 
the infrastructure assets amounting to R1 271 .5 million as disclosed in note 1 to the financial 
statements could not be obtained. 

10. In addition the municipality has not separately disclosed for each class of assets the carrying 
amount, accumulated depreciation and the depreciation rate as required by GRAP 17, 
Property, plant and equipment 

Revenue and receivables 

1 1 . Government Notice 849 transferred all the rights, obligations, assets and liabilities in respect 
of water and sanitation services of seven local municipalities to the ADM as from 1 July 2006. 
As disclosed in note xx to the financial statements, the ADM undertook a multi-year project to 
correct and complete the consumer databases transferred as a result of the above. This 
project was still in progress at 30 June 2010. 

12. Revenue from services amounts to R86.8 million as reported in note 17 to the financial 
statements. The ADM did not apply the requirements of their accounting policy with the result 
that unread meters were identified, faulty meters were not fixed timeously and new accounts 
were not always billed timeously. In addition, there were a number of accounts that had no 
meter linked in order to quantify consumption and not all vacant stands had been billed the 
basic charge. The extent of the misstatement in these instances could not be quantified even 
through performing alternative audit procedures. 

13. The billing file requested for audit purposes did not reconcile to the general ledger by an 
amount of R7,6 million. The report requested was used in previous years to audit service 
revenue. On communication with management regarding the difference, it was indicated that it 
is not possible in the current year to reconcile this specific billing report back to the general 
ledger. I was therefore not able to obtain adequate explanation for this difference. 

14. As a result of the above I was unable to obtain sufficient appropriate evidence relating the 
completeness, occurrence and accuracy of service charges revenue amounting to R86.8 
million and the completeness of trade receivables amounting R49,7 million as disclosed in 
note 17 and note 7 to the financial statements, respectively. 

Qualified opinion 

15. In my opinion, except for the effects of the matters described in the Basis of qualified opinion 
paragraph, the consolidated and separate financial statements present fairly, in ail material 



re&pects, the consolidated and separate financial position of the Amathole District Municipality 
as at 30 June 2010 and its consolidated and separate financial performance and its 
consolidated and separate cash flows for the year then ended are prepared, in all material 
respects, in accordance with GRAP and in the manner required by the MFMA. 

Emphasis of matters 

16. I draw attention to the matters below. My opinion is not modified in respect of these matters: 

Matters important to the users of the financial statements 

Fruitless and wasteful and irregular expenditure 

17. The municipality has disclosed fruitless and wasteful expenditure totalling R967 795 in 
disclosure note 29.2 to the financial statements. This was incurred due to rental for 
unoccupied buildings and interest incurred on non-payment of contractors. 

18. The municipality has disciosed irreguiar expenditure totalling R16.8 million in disclosure note 
29.3 to the financial statements. The irregular expenditure was incurred due to procurement 
processes that were not in line with the municipality’s supply chain management policy. 

Material losses / Impairments 

19. Impairments of debtors were recognised with a value of R53.3 million during the year under 
review. 

20. In contravention of section 62(1 }(a) of the MFMA, the municipality has not quantified or 
investigated water losses incurred during the period under review. 

Additional matter 

21 . I draw attention to the matter below. My opinion is not modified in respect of this matter; 

Unaudited supplementary schedules 

22. Appendices A to F and annexures 1 and 2 were not audited and no opinion is expressed on 
the fair presentation of these schedules. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

23. As required by the PAA and in terms of Genera/ Notice 1570 of 2009 issued in Government 
Gazette 32758 of 27 November 2009 , 1 include below my findings on the report on 
predetermined objectives, compliance with the following key laws and regulations MFMA 
sections 121{3)(c ) and 121 {4)(d) and the Municipal Systems Act, 2000 (Act No. 32 of 2000) 
section 46 and financial management (internal control). 

Predetermined objectives 

24. Material findings on the report on predetermined objectives, as set out on pages XX to XX, are 
reported below 

Non*compl lance with regulatory and reporting requirements 

Measures taken to improve underperformance not reported 

25. Reported indicators with underperformance do not reflect measures taken to improve 
performance as required in terms of section 46(1 )(c) of the Municipal Systems Act. 

Usefulness of information 



The following criteria were used to assess the usefulness of the planned and reported 
performance; 

• Consistency; Has the municipality reported on its performance with regard to its objectives, 
indicators and targets in its approved integrated development plan, i.e. are the objectives, 
indicators and targets consistent between planning and reporting documents? 

• Relevance: Is there a clear and logical link between the objectives, outcomes, outputs, 
indicators and performance targets? 

• Measurability; Are objectives made measurable by means of indicators and targets? Are 
indicators well defined and verifiable, and are targets specific, measurable, and time 
bound? 

The following audit findings relate to the above criteria; 

Planned and reported performance targets not specific or time bound 

26. For the selected objectives, 24% of the planned and reported indicators were not specific in 
clearly identifying the nature and the required level of performance; and 37% were not time 
bound in specifying the time period or deadline for delivery. 

Reliability of Information 

The following criteria were used to assess the reliability of the planned and reported performance: 

• Validity: Has the actual reported performance occurred and does it pertain to the entity, i.e. 
can the reported performance information be traced back to the source data or 
documentation? 

• Accuracy: Amounts, numbers and other data relating to reported actual performance has 
been recorded and reported appropriately. 

• Completeness; All actual results and events that should have been recorded have been 
included in the reported performance information. 

The following audit findings relate to the above criteria; 

Reported Indicators not reliable as inadequate supporting source Information was provided 

21 . For the following reported indicators that are material by nature, the validity, accuracy and 
completeness of the reported performance could not be established as sufficient appropriate 
audit evidence and relevant source documentation could not be provided for audit purposes. 

Material by nature: 

• No. of people with access to water 

• No. of people with access to RDP toilets 

Material by amount; 

• No. of [housing] projects accumulatively implemented 

• % of settlements within 2 km of a public transport service/facility 


Reported indicators not reliable when compared to source information 



28. The following reported indicators were not completed on the basis of the source information 
and evidence provided to support the reported amounts 

• No. of water treatment works refurbished 

• No. of regional waste sites maintained 

• Capital projects exceeding R1 million 

Compliance with laws and regulations 
Municipal Finance Management Act 

Non-adherence to requirements 

29. Accounting officers and municipal officials have adhered to their statutory responsibilities 
(Compliance focus area) 

30. Contrary to the requirements of section 62 of the MFMA, the accounting officer did not prevent 
irregular and fruitless and wasteful expenditure. 

31 . Contrary to the requirements set out in section 71 (1 ) of the MFMA, the accounting officer did not 
submit all reports during the year to the mayor on the state of the municipality’s budget within 10 
days after each month. 

32. The mid-year budget was not submitted to the Nationai Treasury by 25 January as required by 
section 72 of the MFMA. 

33. Contrary to section 74 (1) of the MFMA, signed returns of conditional grant spending for the period 
ended 30 June was not submitted timeously to the National Treasury. 

34. In contravention of section 62(1 }(a) of the MFMA, the municipality has not quantified or 
investigated water losses incurred during the period under review. 

35. The financial statements submitted for audit purposes did not comply with section 122(1) of 
the MFMA. Material misstatements were identified during the audit, some of which were 
corrected by management and those that were not are included in the basis for qualified opinion 
paragraphs. 

INTERNAL CONTROL 

36. 1 considered internal control relevant to my audit of the financial statements and the report on 
predetermined objectives as well as compliance with the MFMA, section 121(3){c) and 121 
(4)(d) and the Municipal Systems Act, section 46, but not for the purpose of expressing an 
opinion on the effectiveness of internal control. 

37. The matters reported below are limited to the significant deficiencies regarding the basis for 
qualified opinion paragraph, the findings on the report on predetermined objectives and the 
findings on compliance with laws and regulations. 

• Leadership 

Management did not always set a tone conducive to solving the serious financial reporting 
issues. Although significant progress can be acknowledged with respect to the debtor data 
cleansing exercise, the extended project deadlines impact on the next financial year. In 
addition, effective control over, and commitment to, quality over the reporting of assets are not 
evident, that is, reconciliations of the asset register to ledger were not done regularly. 



Due to a lack of business process continuity planning on the resignation of the senior 
accountant for assets, numerous differences between the recorded amounts in the general 
ledger, fixed asset register and the financial statements couid not be explained, 

Inadequate analysis and interrogation of the debtors ledger resulted in a lack of proper 
understanding of the completeness of the automated billing processes for water and 
sewerage revenue. 

Findings on non-compliance and a lack of measurability relate to a lack of required actions to 
address risks relating to the achievement of adequate performance reporting 

• Financial and performance management 

Due to a lack of adequate reconciliations, large differences were identified between the 
revenue billing file and the general ledger. These differences could not be adequately 
explained. Despite review of the debtors ledger during the year anomalies existed in the 
debtors database such as unmetered, unbilled or inconsistent billings on accounts. 

Depreciation in the current year was misstated due to prior year audit journals not being 
processed in the asset module. Also, as a result of inadequate review the assets reported did 
not reconcile with the asset register or general ledger, 

In contravention of section 62(1 )(a) of the MFMA, the municipality has not quantified or 
investigated water losses incurred during the period under review. There is no metering 
system in place to measure the water losses through network leakages, illegal connections, 
spillages, burst pipes, damaged reservoirs, evaporation, consumption of indigent 
communities. 

There was a lack of review, reconciliation and record keeping of supporting documentation for 
the reporting on predetermined objectives. 

OTHER REPORTS 

• Investigations 

An investigation is being conducted based on the allegation of possible irregularities relating 
to awarded tenders. This investigation was still in progress at the date of the report. 

East London 
14 December 2010 



AUDITOn^aeNERAL 
SOUTH AFRICA 


At/c/iVmg lo huf/d public confidence 



